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at first sight, it should be counted on to please. The 
Egyptian press has given no particular welcome to British 
cfiers of assistance ; some papers are even denouncing 
ihe troop movements at Akaba as a move inspired 
by “ British imperialism.” Finally, in Britain itself, the astonish- 
ing developments of the weekend have aroused alarm and 
tewilderment from one end of the country to the other. 

What thea is the explanation of a diplomatic sortie whose 
consequences have proved so uniformly bad ? The threatening 
ione. the alarmist announcements, the movement of troops, 
would be justified only if the Foreign Office were in possession 
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of reliable information leading them to suppose that Israel in- 
fact intends, not sporadic military incursions, but a full-scale 
invasion of neighbounng territory. But, if such i ion 
exists, it should be published forthwith, both in London and 
Washington. Only im this way could some sense of perspective 
be restored to Britain’s otherwise inexplicable manceuvres. If, 
however, no evidence of such a threat exists, Mr Bevin has only 
himself to blame if recent manifestations of his policy are dis- 
missed as products not of forethought but of bad temper, and 
if the weekend alarms and excursions succeed only in under- 
mining Britain’s reputation for coolness and wisdom. 


The Election Programme 


ITH the re-assembly of Parliament next week, the open 

season for electioneering can be said to begin. The 
election must take place in eighteen months at the most. Some 
people, especially on the opposition side of the House of Com- 
mons, profess to expect it this year. The balance of probabili- 
ties is against their being proved right, but this Parliament has 
reached the time of life when anything may happen and the 
organisers on both sides are evidently determined not to be taken 
by surprise. From now on, nothing will be done in 
politics without its electoral potentialities being scrutinised. The 
Labour leaders are in the final stages of considering the pro- 
gramme on which they will ask for a fresh “mandate” ; the 
Tory candidates are getting to action stations ; and the Liberals 
are anxiously considering whether it is really wise to spread their 
resources wide and thin. They will all have an interesting trial 
run in the by-election at South Hammersmith, a seat that has 
usually been safely Conservative but which went to Labour in 
1945 by a comparatively small majority—curiously enough, this 
is virtually the first of the many seats answering to this descrip- 
tion that has turned up in the by-election lottery in three and a- 
half years. Both sides will therefore watch the result as an 
indicator to the bigger contest that is looming ahead. 

The speech that Sir Stafford Cripps made at Workington on 
Sunday evening, seen against this background, is a good omen. 
It is not necessary to accuse the Chancellor of ignoring the 
electoral chances of his party ; it may rather be that he sees an 
electoral advantage in honesty and realism. In any event, it is 
a comfort to know that the custodian of economic policy is not 
going to win favour by easy promises. There was nothing in 
Sir Stafford’s speech that had not been said many times before. 
But it is still an act of courage for a Labour leader, speaking to 
a Labour meeting in what used to be the most depressed of all 
areas—and is still not prosperous—to tell his audience that they 
must not put in claims for higher wages, even though some of 
them may be feeling the pimch (“that is the necessary and 
inevitable effect of relying more upon ourselves and less upon 
others ”’). 

It is most unfair for those workers who think they can bring 
some particular pressure to bear upon society to demand in- 
creases which can only be at the cost of their fellow-workers. 
Not only is it unfair, but if such demands were generally 
indulged in, it would wreck all hope of our recovery. .. . 
You must not ask for or expect any further advance in social 
standards or wage levels until we have been able to increase 
the productivity of our industries . . . and anyway our first 


obligation is to make our country economically independent, 
and we haven’t nearly accomplished that as yet. 


This would be strong meat on any Socialist platform. But Sir 
Stafford also told the Workington Labour Party that “ the 
needs, comforts and amenities of the family ” are a last priority, 
coming after exports and capital investment in industry. And he 
added that there must be no unecessary interference with the 
capitalist ways of production of the export trades and that un- 
nationalised private industry must be given “ all the stimulation 
and help that we could reasonably give it.” 


Perhaps Sir Stafford was, after all, opening the election cam- 
paign. For it is difficult to believe that this powerful speech was 
directed simply to the party stalwarts of" West Cumberland or 
even to public opinion at large. The Labour Party is trying to 
make up its mind what sort of a guise it shall wear when it goes 
before the electors. Shall it charge ahead with another instal- 
ment of social revolution, or try to digest the first ? Shall it 
quicken the pace or call a halt ? Shall it face the ideological 
future or the realistic present ? Sir Stafford who, for all his 
disinflationary finance, has hitherto been a member neither of 
the Right wing nor of the Left in the Cabinet—he consistently 
advocated the introduction of the Iron and Steel Bill—is 
throwing his influence on the side of moderation. It can hardly 
be by chance that he takes this step at this moment, when the 
programme is being drawn up and the decisions are being taken. 
As everyone knows, there is a great argument going on, only just 
behind the scenes. Between now and the presentation of the 
Budget in three months’ time, the Labour Party will have to 
decide what sort of party it is. 


* 


There can really be very little question which side of the 
argument the national interest and the pressure of events will 
take if they are allowed to speak. The Labour Party, in and out 
of office, has in fact stood for three great lines of policy—for 
advancing the interests of the trade unions in higher wages and 
in greater social equality generally ; for the development of 
social security and of the welfare state ; and for the public 
ownership of industry. Each of the three has been carried a 
long way further in the past three and a-half years, and each of 
the three has been overdone—perhaps not overdone in any 
absolute sense, but in relation to the resources of the nation 
and the circumstances of the time. On the need to call a halt to 
the advance of wages nothing could well be clearer or firmer 
than the sentences quoted above from the Chancellor of the 
Exchequer. He did not go so far as to say that wages should 
be reduced ; but since they have considerably advanced since he 
first asked them to stop, that must, in logic, be his private 
opinion. On a wider view, it is almost certain that the process 
of transferring real income to the weekly wage-carners and away 
from all other classes of the people has gone far too far in the 
past ten years—not perhaps too far for any abstract principle 
of equity (which would be hard to define) but certainly too far 
for the efficient functioning of the economic mechanism: The 
second principle, that of social security, has been driven a long 
way since 1939 and when the forthcoming Estimates disclose the 
cost, it will be apparent to most people that this also has gone 
too far—not, again, beyond what is desirable but certainly 
beyond what can be afforded. As for the third principle, that 
of the public ownership of industry, opinions will differ on 
whether it has gone as far as it eventually should. But it is 
perfectly clear that the industries that have already been 
nationalised are suffering from quite enough internal stresses 
to give any statesman pause. The wisdem of making sure that 
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the first half-dozen nationalisations are working well before 
going on to the second batch is really too obvious to need 
ing. 

a 7 too much, perhaps, to ask of any politician that he should 
advocate an open retreat from what has already been done, 
under any one of the three heads of policy. But the arguments 
for going no farther for the time being must be obvious to the 
blindest and the most stubborn. It is not for outsiders to tell 
the Labour Party what its policy should be. But they can point 
out, and go on pointing out, that the nearer it comes to calling 
a halt, the more of the floating vote it will secure—that is, that 
public interest and party interest coincide. 


x 


A large majority of the Cabinet probably sees this very clearly. 
But it does not follow that the decisions will be taken accord- 
ingly. On each of the three lines of policy there is very strong 
internal pressure for going further and faster. This is perhaps 
most evident on the issue of wages, with which the Chancellor 
of the Exchequer mainly concerned himself on Sunday. The 
Cabinet has never fully convinced the TUC that there should 
be a wages stop, and the TUC has certainly never convinced its 
constituent unions. Even if it had, the unions would be unable 
to control their members. The general impression given at the 
moment is that there is more agitation than ever for higher 
money incomes. The unofficial strike of the London busmen for 
overtime pay on Saturday afternoons—the most trumpery claim 
for which the service of the public has ever been disregarded— 
was successfully ended, but only by exerting the full weight of 


Britain, France 


SCHUMAN’S visit to London this week is not expected 
« to produce detailed agreements on the various issues 
of Anglo-French policy. It is designed rather to allow the two 
allied governments to exchange views over the whole field of 
their relations and to prepare the ground for the meeting of the 
Brussels Powers which is to take place later in the month, The 
present talks are not, however, less important on that account. 
Statesmen immersed in the day-to-day complexities of their 
policy stand in great need of an occasional effort to raise their 
eyes above their “in ” tray and to relate details of diplomacy 
to the wider issues. The value of a tour d’horizon is that it 
cannot be accomplished without broadening the field of vision. 
Such an effort is particularly timely in the case of Britain and 
France for, since last they consulted together on the general 
issues of foreign policy, those issues have been radically trans- 
formed. 

In the last two years the dominant factor has become the 
implacable hostility of Russia to the western world. and the 
certainty that the Soviet Union will use all means—short, it is 
to be hoped, of open war—to disintegrate and destroy non- 
Communist society. Two years ago it was still just possible to 
think of a third German aggression as the most likely future 
source of trouble. Today Germany is a menace only on one 
condition—that it becomes drawn into the Russian orbit and 
its millions pass under Communist control. In this situation 
Britain and France, as two great nations lying almost on the 
frontiers of Soviet power and as the virtual founders of the 
western way of life, face a double threat—to their national 
independence and to their social and cultural integrity. Of the 
two, France stands in greater danger. It lacks the protection 
of the Channel ; its society is already permeated with Com- 
Mun: But the difference is only one of degree. Essentially, 
the ©. allies face the same danger and must seek to overcome 
it together, 
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the Government, the Transport Executive and the union—and 
even then the quarrel is only shelved, not ended. The railway- 
men are on the warpath and so, inevitably and sempiternally, 
are the miners. There is no reason in sight for supposing that 
the Cabinet’s appeals will succeed any better in 1949 than they 
did in 1948. 

The only fresh instalment of social security that is at present 
on the agenda is the provision of free legal advice, which is 
not of great importance to the Budget. But the cost of the 
existing schemes is mounting in the most frightening way. To 
maintain the existing enactments without amendment is, in 
fact, to go a great deal further towards the welfare state—which 
looks like being the bankrupt state. It is not difficult to guess 
which side Mr Aneurin Bevan is on in this matter.: As for 
further instalments of nationalisation, the Socialist ideology is 
so deeply ingrained in the Labour Party that even its most 
moderate leaders dare not advocate a complete pause ; they are 
reduced to finding some projects of nationalisation that will do 
no harm. The psychology of the Labour Party is such that it is 
always safe to advocate more public ownership, while to suggest 
that there are any objections to nationalising anything at any 
time is to court accusations of treachery. 

It will, therefore, be a hard fight that is fought out during 
the next three months for the soul of the Labour Party. The 
two symbols of the fight will be the party programme and the 
next Budget and as they appear, one after the other, the outside 
observer will be able to tell how the fight has gone. The 
General Election will probably not be held until May of next 
year. But its result may well be settled by this Easter, 


and Germany 


If the threat has become clear in the last two years, so have 
the means of overcoming it. The extension and consolidation 
of Soviet power made possible by the war have so altered the 
balance of power in the world that the western fringe of Europe, 
standing alone, could not hope to redress it. Only one power 
can intimidate the men in the Kremlin—the United States. 
The first means of survival for Britain and France is thus as 
close and binding an alliance with American power as can be 
achieved. The need for this link is strongest in Europe, but 
the Russian threat is not parochial. It is only slightly less 
urgent in South East Asia or the Middle East and the fact of 
its geographical extension makes the support of the United 
States even more urgent. It is only in association with 
American might and American wealth that European policy in 
non-European areas has any ultimate hope of being effective. 

Europe is, however, the first line of defence and there it is not 
only necessary to secure close American co-operation. It is as 
vital to consolidate the area which still lies outside Soviet 
control. It is at this point that the problem of Germany 
becomes crucial. If western Germany can be drawn, closely 
and at last contentedly, into the western orbit, effective pressure 
for German reunion will be exercised on the east, not on the 
west, and the weight of Europe will be thrown against any 
further extension of Soviet power. 

There is nothing new in all this. Co-operation beween the 
United States and western Europe and the consolidation of the 
European “fringe” may be held to be the commonplaces of 
western policy. They are the essence of the Marshall Plan. 
They underlie the Brussels Pact. They are visible in America’s 
enthusiastic support for the idea of close political association 
in western Europe and the tentative steps the European nations 
are taking in that direction. But the reason for going back to 
the first principles of western policy, at the present meeting 
between M. Schuman and Mr Bevin is that, in spite of the 
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progress that has been made, France does not appear yet fully 
to accept those principles. For the French the problem of 
Germany still seems to overshadow all others: Germany is 
sull the first enemy and the search for reinsurance against 
Germany the first aim of policy. This fact has been particu- 
larly visible in the last six months, during which this French 
distrust has had on several occasions a decisive influence on 
the development of western strategy. French insistence was 
responsible for widening the powers of the Ruhr Authority 
to include oversight over the whole internal develop- 
ment of heavy industry in the Ruhr. The further implications 
of this policy will be discussed later; but if, as the French 
undoubtedly wish, no further developments occur, the Ruhr 
control board will become a focus for angry and unreconciled 
German nationalism. 

Similarly it is French determination to secure “ adequate 
safeguards ” that has caused deadlock in the constitution-making 
at Bonn. The Germans have already been hampered in their 
task by receiving from the Military Governors—largely on 
French insistence—a series of “ points” which they are to 
include in their draft. Now their work has been brought to a 
standstill by the failure of the Military Governors to produce 
an agreed Occupation Statute, regulating the rights and duties of 
the Occupying Powers and the German Government. This 
deadlock has arisen in part because of French demands that 
occupation costs shall be collected not from the federal govern- 
ment but from the Lander. The French base their claim on the 
argument that only a completely decentralised federation will 
guarantee German harmlessness. The other bitter dispute—the 
French refusal to allow a German to act on the so-called in- 
dependent tribunal to which breaches of the Occupation Statute 
are to be referred—is rooted in the same French fears. In fact, 
a compromise will no doubt be reached in time, and some 
concessions will be made without altering the substance of the 
proposals; but this fact of compromise is in itself a major 
obstacle to the development of sane policies vis-a-vis Germany. 


* 


In the last two years, the Allies have steadily retreated from 
the ludicrous policies of oppression associated with Potsdam. 
They have raised the level of industry, they have reformed the 
currency, they have introduced much greater freedom of political 
and economic action, and they are now intent on giving the 
Germans genuine political responsibility. But at each step of 
the way, policies which were in their original form reasonable 
have had to be whittled away and watered down and made 
increasingly unpalatable to the Germans, in order to meet the 
steady stream of objections from Paris. The objections have 
not in fact diverted the Americans and British from the general 
direction of liberalising their German policy ; and, broadly 
speaking, it may be said that the French too have been ready 
for a measure of liberalisation. But the whittling away and the 
watering down have very largely destroyed the conciliatory 
effect of new policies in Germany. On the one hand, France has 
not maintained (and indeed does not now wish to maintain) a 
Carthaginian peace ; on the other hand the policies, as instru- 
ments of reconciliation, have tended to misfire. The worst of 
both worlds has thus been secured. 

No one in Britain can censure the French for fearing Germany. 
The German record is appalling and the attitude of many 
postwar German leaders anything but reassuring, but states- 
manship cannot be based on fear alone. The plain truth is— 
and Mr Bevin must use his last reserves of persuasion to 
urge it on M. Schuman—that the French by their fears are 
frustrating the one policy in which their security lies. They 
irritate and disillusion the Americans and thus weaken the 
closeness of an alliance upon which any security of any sort 
depends. They encoutage feverish nationalism in Germany 
and undermine the efforts of the few German leaders who think 
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in more than purely German terms. It fact, aid and 
are given in one quarter only—to the Russians, who alone 
profit from continued divisions in the west. By straining » 
the gnat of German nationalism, the French are com 
themselves to swallow the camel of European instability, 
American impatience and possibly the breakdown of the effog 
to achieve unity in the west. This is the paradox that needs tobe 
underlined with the utmost emphasis in London. It is not tha 
Britain underestimates France’s need for security ; it is that 
some means must be found of persuading the French not to seek 
it in the wrong way. 

* 

There are three methods by which the French, with British 
assistance and support, could revolutionise at once the present 
unpromising position. In the first place, the Germans should 
be left to decide for themselves the degree of federalism ang 
centralism which they desire in their constitution. The safe. 
guard of peace in Germany will not lie in the terms of a docu- 
ment. It will lie in the attitude of German statesmen and the 
closeness of Germany’s links with the west. Angry, resentful 
German nationalists will not find it difficult to redraft a con- 
stitution, and will the Allies then use force to restore the original 
pure doctrine of decentralisation? Art present, Allied inter. 
ference is taking all validity from the process of German 
constitution-making. Military safeguards apart, there is every- 
thing to be said for leaving the Germans carte blanche. 

The second move involves more serious decisions, but the 
establishment of the Ruhr authority in its present form makes 
them inescapable. The Allies have now done for international 
control of the Ruhr what they once did for disarmament. They 
have imposed it on Germany with a number of pious affirmations 


of their intentions to adopt similar measures for themselves. It | 


is on these that the Germans have fastened. From Right to Left 
the Germans are saying that international control of heavy 
industry is acceptable, and even progressive, provided it is not 
imposed on Germany alone. Dr Arnold, Prime Minister of 


North Rhine-Westphalia, has called in a broadcast for the | 


setting up of an international holding company for all westera 
Europe’s heavy industry. The German trade unions, in spite 
of bitter Communist pressure, have not condemned the Ruhr 
Authority, but have made their acceptance conditional upon 
the extension of control to non-German areas. This is as 
opportunity which may not recur. The creation of an integrated 
western European heavy industry is in the spirit of the Marshall 
Plan and of Western Union. Some integration will certainly 
be technically necessary to deal with such problems as that of 
western rearmament and the western export drive. Today, it 
can be used to reconcile Germany to the most far-reaching and 
organic control ever likely to be imposed on German economic 
power. The opportunity is squarely in the hands of the French. 
The mood of giving the Ruhr Authority the benefit of the 
doubt may not last long in Germany. The Allies have only 
a short time in which to prove that the Ruhr Authority is not 
just one more measure which, while appearing to safeguard 
French interests, merely gives the Germans an excuse for fresh 
grievances. 

Ic is this problem of false compromise—of the compromise 
which ruins the effect while leaving the substance of 
policy for Germany—that touches the deepest issue of 
western policy. Faulty timing has in the last two yeafs 
sprung most often from lack of confidence, from the desire 
for reinsurance, from the feeling that loca! national objectives 
are not being sufficiently safeguarded by the general strategy of 
the grand alliance. False compromise will continue to dog and 
weaken Allied policy in the future unless these psychological 
obstacles to full understanding are overcome. The French to 
day have safeguards which would have driven Marshal Foch, 
M. Clemenceau and M. Poincaré speechless with envy. Britain 
is concerting with them in time of peace the defence of the 
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Rhine and doing so on the basis of conscription at home. The 
United States is preparing to break its oldest tradition and enter 
into a military alliance with western Europe. At the same time 
Germany is divided in two, millions of its men have been killed, 
its cities are in ruins and its resurgence, even if it is certain, 
cannot be immediate. Meanwhile, the opportunity exists of 
establishing peaceful controls over its economic might such as 
were not within the bounds of possibility in 1919. Against 
such a background, cannot the French afford to make a gesture 
of faith in the efficacy of the western alliance ? Cannot they 
be persuaded to see that, since their security must depend for 
twenty years to come more on their allies than on themselves 


Hunger for 


HE average size of the mass-circulation newspapers in Great 

Britain is now, once again, five pages a day—that is, four- 
page papers alternate with six-page papers. This is an improve- 
ment, but it still leaves the newspapers far too small to perform 
their functions ; the British democracy is gradually becoming 
less and less well-informed on most of the great issues which, in 
the end, it will have to decide. The proximate reason for such 
scanty papers lies in the shortage of hard currencies—or, more 
accurately, in the Government’s unwillingness to allocate any 
larger amounts of hard currencies for newsprint or pulp. But 
behind this there is a further difficulty. Even if there were no 
shortage of the necessary Canadian dollars and Swedish crowns, 
it would still be very difficult, if not impossible, for the British 
newspaper industry to secure enough newsprint to produce 
newspapers of the prewar size. The world-wide demand for 
newsprint exceeds the supply. 

It is not generally realised that Great Britain, which used to 
lead the world both in the number of newspapers bought per 
million of the population and in the tonnage of newsprint con- 
sumed per head, still leads in circulation. Sales of daily papers 
have risen from 19 million a day before the war to over 29 
million a day now. With a population of 50 million people, this 
is a ratio of one to one and two-thirds. In the United States daily 
newspaper circulation is about 50 million a day, giving a ratio of 
about I to 3, although the size of each newspaper may be as 
much as sixty pages, even if the mammoth Sunday editions are 
omitted. Away down at the other end of the scale, India and 
Pakistan with a combined population of some 400 million have 
a circulation of only about 2,000,000 papers, giving a ratio of 
one paper to about 200 people. Even on the meagre basis of a 
four-page paper, consumption of newsprint per head is eighty- 
nine times greater in Britain, and 388 times greater in the United 
States, than in India. 

To what is this phenomenal appetite for newspapers due ? 


(as does the security of Britain), full confidence, close co-opera- 
tion and warm understanding between the partners in the North 
Atlantic Pact are surer foundations for security than federal 
provisions written unwillingly into the constitution of Bonn ? 
The French have their deserved reputation for consistency and 
logic, but logic becomes lunacy if it is pursued from false pre- 
mises. Mr Bevin should concentrate this week not on the 
details but on the first principles of Anglo-French foreign policy 
—on the Russian menace, on the American alliance, on the 
chances of consolidation in the West. If Mr Schuman can 
accept these, then surely French logic can be relied upon for all 
the rest. 


Newspapers 


There is a long-term tendency all over the world for the demand 
for all forms of reading matter to rise—and for the cheapest 
form to rise most—as a result of progress in literacy and the 
broadening of education, But it would be flattery of the present 
state of civilisation to ascribe more than a small part of the 
recent rise in demand to this source. War and unsettlement 
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themselves create a demand for news, and this may have played 
a part. But the biggest cause undoubtedly has been the world- 
wide inflation of money incomes, coupled with the peculiar 
economics of the newspaper industry which have enabled it to 
keep its selling prices down—or at least to prevent them rising 
in step with other things. In this country the penny for a news- 
paper was never a very Significant part of anybody’s income. 
Now, with high incomes and full employment, with everything 
else dearer but the newspaper (or most newspapers) still at a 
penny, it is natural that there should be a boom in circulation. 
In the United States a high level of national income has greatly 
inflated the volume of advertising, which has made for a high 
demand for newsprint, both directly by making papers larger 
and indirectly by helping to keep newspaper prices down. 
There is no doubt that, over the decades, the world’s demand 
for paper to print on will continue to rise. However near 
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progress that has been made, France does not appear yet fully 
to accept those principles. For the French the problem of 
Germany still seems to overshadow all others: Germany is 
sull the first enemy and the search for reinsurance against 
Germany the first aim of policy. This fact has been particu- 
larly visible in the last six months, during which this French 
distrust has had on several occasions a decisive influence on 
the development of western strategy. French insistence was 
responsible for widening the powers of the Ruhr Authority 
to include oversight over the whole internal develop- 
ment of heavy industry in the Ruhr. The further implications 
of this policy will be discussed later; but if, as the French 
undoubtedly wish, no further developments occur, the Ruhr 
control board will become a focus for angry and unreconciled 
German nationalism. 

Similarly it is French determination to secure “ adequate 
safeguards ” that has caused deadlock in the constitution-making 
at Bonn. The Germans have already been hampered in their 
task by receiving from the Military Governors—largely on 
French insistence—a series of “ points” which they are to 
include in their draft. Now their work has been brought to a 
standstill by the failure of the Military Governors to produce 
an agreed Occupation Statute, regulating the rights and duties of 
the Occupying Powers and the German Government. This 
deadlock has arisen in part because of French demands that 
occupation costs shall be collected not from the federal govern- 
ment but from the Lander. The French base their claim on the 
argument that only a completely decentralised federation will 
guarantee German harmlessness. The other bitter dispute—the 
French refusal to allow a German to act on the so-called in- 
dependent tribunal to which breaches of the Occupation Statute 
are to be referred—is rooted in the same French fears. In fact, 
a compromise will no doubt be reached in time, and some 
concessions will be made without altering the substance of the 
proposals; but this fact of compromise is in itself a major 
obstacle to the development of sane policies vis-a-vis Germany. 


*x 


In the last two years, the Allies have steadily retreated from 
the ludicrous policies of oppression associated with Potsdam. 
They have raised the level of industry, they have reformed the 
currency, they have introduced much greater freedom of political 
and economic action, and they are now intent on giving the 
Germans genuine political responsibility. But at each step of 
the way, policies which were in their original form reasonable 
have had to be whittled away and watered down and made 
increasingly unpalatable to the Germans, in order to meet the 
steady stream of objections from Paris. The objections have 
not in fact diverted the Americans and British from the general 
direction of liberalising their German policy; and, broadly 
speaking, it may be said that the French too have been ready 
for a measure of liberalisation. But the whittling away and the 
watering down have very largely destroyed the conciliatory 
effect of new policies in Germany. On the one hand, France has 
not maintained (and indeed does not now wish to maintain) a 
Carthaginian peace ; on the other hand the policies, as instru- 
ments of reconciliation, have tended to misfire. The worst of 
both worlds has thus been secured. 

No one in Britain can censure the French for fearing Germany. 
The German record is appalling and the attitude of many 
postwar German leaders anything but reassuring, but states- 
manship cannot be based on fear alone. The plain truth is— 
and Mr Bevin must use his last reserves of persuasion to 
urge it on M. Schuman—that the French by their fears are 
frustrating the one policy in which their security lies. They 
irritate and disillusion the Americans and thus weaken the 
closeness of an alliance upon which any security of any sort 
depends. They encoutage feverish nationalism in Germany 
and undermine the efforts of the few German leaders who think 
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in more than purely German terms. It fact, aid and comfog 
are given in one quarter only—to the Russians, who alone ¢ay 
profit from continued divisions in the west. By straining » 
the gnat of German nationalism, the French are com 
themselves to swallow the camel of European instabilj 
American impatience and possibly the breakdown of the effog 
to achieve unity in the west. This is the paradox that needs tobe 
underlined with the utmost emphasis in London. It is not thar 
Britain underestimates France’s need for security ; it is tha 
some means must be found of persuading the French not to seek 
it in the wrong way. 
* 

There are three methods by which the French, with British 
assistance and support, could revolutionise at once the present 
unpromising position. In the first place, the Germans should 
be left to decide for themselves the degree of federalism ang 
centralism which they desire in their constitution. The safe. 
guard of peace in Germany will not lie in the terms of a docu- 
ment. It will lie in the attitude of German statesmen and the 
closeness of Germany’s links with the west. Angry, resentful 
German nationalists will not find it difficult to redraft a con. 
stitution, and will the Allies then use force to restore the original 
pure doctrine of decentralisation? Ar present, Allied inter. 
ference is taking all validity from the process of German 
constitution-making. Military safeguards apart, there is every- 
thing to be said for leaving the Germans carte blanche. 

The second move involves more serious decisions, but the 
establishment of the Ruhr authority in its present form makes 
them inescapable. The Allies have now done for international 
control of the Ruhr what they once did for disarmament. They 
have imposed it on Germany with a number of pious affirmations 


of their intentions to adopt similar measures for themselves. It | 


is on these that the Germans have fastened. From Right to Left 


the Germans are saying that international control of heavy | 


industry is acceptable, and even progressive, provided it is not 
imposed on Germany alone. Dr Arnold, Prime Minister of 
North Rhine-Westphalia, has called in a broadcast for the 
setting up of an international holding company for all westem 
Europe’s heavy industry. The German trade unions, in spite 


of bitter Communist pressure, have not condemned the Ruhr | 


Authority, but have made their acceptance conditional upon 
the extension of control to non-German areas. This is an 
opportunity which may not recur. The creation of an integrated 
western European heavy industry is in the spirit of the Marshall 
Plan and of Western Union. Some integration will certainly 
be technically necessary to deal with such problems as that of 
western rearmament and the western export drive. Today, it 
can be used to reconcile Germany to the most far-reaching and 
organic control ever likely to be imposed on German economic 
power. The opportunity is squarely in the hands of the French. 
The mood of giving the Ruhr Authority the benefit of the 
doubt may not last long in Germany. The Allies have only 
a short time in which to prove that the Ruhr Authority is not 
just one more measure which, while appearing to safeguard 
French interests, merely gives the Germans an excuse for fresb 
grievances. 

It is this problem of false compromise—of the compromise 
which ruins the effect while leaving the substance of 
policy for Germany—that touches the deepest issue of 
western policy. Faulty timing has in the last two yeafs 
sprung most often from lack of confidence, from the desife 
for reinsurance, from the feeling that loca! national objectives 
are not being sufficiently safeguarded by the general strategy of 
the grand alliance. False compromise will continue to dog and 
weaken Allied policy in the future unless these psychological 
obstacles to full understanding are overcome. The French to 
day have safeguards which would have driven Marshal Foch, 
M. Clemenceau and M. Poincaré speechless with envy. Britain 
is concerting with them in time of peace the defence of the 
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Rhine and doing so on the basis of conscription at home. The 
United States is preparing to break its oldest tradition and enter 
into a military alliance with western Europe. At the same time 
Germany is divided in two, millions of its men have been killed, 
jts cities are in ruins and its resurgence, even if it is certain, 
cannot be immediate. Meanwhile, the opportunity exists of 
establishing peaceful controls over its economic might such as 
were not within the bounds of possibility in 1919. Against 
such a background, cannot the French afford to make a gesture 
of faith in the efficacy of the western alliance ? Cannot they 
be persuaded to see that, since their security must depend for 
twenty years to come more on their allies than on themselves 


Hunger for 


HE average size of the mass-circulation newspapers in Great 

Britain is now, once again, five pages a day—that is, four- 
page papers alternate with six-page papers. This is an improve- 
ment, but it still leaves the newspapers far too small to perform 
their functions ; the British democracy is gradually becoming 
less and less well-informed on most of the great issues which, in 
the end, it will have to decide. The proximate reason for such 
scanty papers lies in the shortage of hard currencies—or, more 
accurately, in the Government’s unwillingness to allocate any 
larger amounts of hard currencies for newsprint or pulp. But 
behind this there is a further difficulty. Even if there were no 
shortage of the necessary Canadian dollars and Swedish crowns, 
it would still be very difficult, if not impossible, for the British 
newspaper industry to secure enough newsprint to produce 
newspapers of the prewar size. The world-wide demand for 
newsprint exceeds the supply. 

It is not generally realised that Great Britain, which used to 
lead the world both in the number of newspapers bought per 
million of the population and in the tonnage of newsprint con- 
sumed per head, still leads in circulation. Sales of daily papers 
have risen from 19 million a day before the war to over 29 
million a day now. With a population of 50 million people, this 
is a ratio of one to one and two-thirds. In the United States daily 
newspaper circulation is about 50 million a day, giving a ratio of 
about I to 3, although the size of each newspaper may be as 
much as sixty pages, even if the mammoth Sunday editions are 
omitted. Away down at the other end of the scale, India and 
Pakistan with a combined population of some 400 million have 
a circulation of only about 2,000,000 papers, giving a ratio of 
one paper to about 200 people. Even on the meagre basis of a 
four-page paper, consumption of newsprint per head is eighty- 
nine times greater in Britain, and 388 times greater in the United 
States, than in India. 

To what is this phenomenal appetite for newspapers due ? 


(as does the security of Britain), full confidence, close co-opera- 
tion and warm understanding between the partners in the North 
Atlantic Pact sre surer foundations for security than federal 
provisions written unwillingly into the constitution of Bonn ? 
The French have their deserved reputation for consistency and 
logic, but logic becomes lunacy if it is pursued from false pre- 
mises. Mr Bevin should concentrate this week not on the 
details but on the first principles of Anglo-French foreign policy , 
—on the Russian menace, on the American alliance, on the 
chances of consolidation in the West. If Mr Schuman can 


accept these, then surely French logic can be relied upon for all 
the rest. 


Newspapers 


There is a long-term tendency all over the world for the demand 
for all forms of reading matter to rise—and for the cheapest 
form to rise most—as a result of progress in literacy and the 
broadening of education. But it would be flattery of the present 
state of civilisation to ascribe more than a small part of the 
recent rise in demand to this source. War and unsettlement 
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themselves create a demand for news, and this may have played 
a part. But the biggest cause undoubtedly has been the world- 
wide inflation of money incomes, coupled with the peculiar 
economics of the newspaper industry which have enabled it to 
keep its selling prices down—or at least to prevent them rising 
in step with other things. In this country the penny for a news- 
paper was never a very Significant part of anybody’s income. 
Now, with high incomes and full employment, with everything 
else dearer but the newspaper (or most newspapers) still at a 
penny, it is natural that there should be a boom in circulation. 
In the United States a high level of national income has greatly 
inflated the volume of advertising, which has made for a high 
demand for newsprint, both directly by making papers larger 
and indirectly by helping to keep newspaper prices down. 
There is no doubt that, over the decades, the world’s demand 
for paper to print on will continue to rise. However near 
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saturation point the American market may be—and there are 
signs that the public are growing tired of their bulky papers— 
the demand from India, China and Africa has leagues to travel 
before it begins to touch even western European standards. 
There can be no question that the rise will continue. The 
doubt is how fast and how far, and how many short-term 
interruptions there will be in this long-term trend. 

It is impossible to make any certain estimates of the ultimate 
demand ; but a few examples will illustrate the chief unknowns 
in the calculation. On the assumption of a world population of 
2.000 million and a uniform consumption at half the present 

ritish level (that is, say, four-page papers for one person in 
three), some nine million tons of newsprint would be required 
annually. Production in 1948 at 8.2 million tons was not far 
short of this. But the United States, which is already con- 
suming 60 per cent more newsprint than before the war, now 
uses §.6 million out of the 8.2 million tons produced. It is 
obvious from this that even a small reduction in American 
demand would be more than enough to offset for many years the 
slow growth in the under-developed parts of the world. The 
volume of American demand, is, therefore, the dominant element 
in the short-term outlook for newsprint. 


* 


It is not necessary to imagine a slump to foresee a reduction 
in the demand for newsprint in America. Any falling away from 
the present very high level of retail trade would be likely to lead 
—though perhaps with a time-lag—to a reduction in the 
volume of department-store advertising, which would have 
an immediate effect on the size of newspapers. Circulation 
might not fall off so quickly or in proportion ; but there is 
no reason to suppose that, in such circumstances, it would in- 
crease. Even without a recession in trade, the opinion may 
gain ground that the 60-page paper is defeating its own—or 
its advertisers—object. If the average size of American news- 
papers were to fall by a quarter, the newsprint saved would be 
enough to increase the British papers to 12 pages a day and still 
permit a reduction in the total consumption of the two countries 
together of about half-a-million tons a year. 

Thus in the short run the present acute shortage of news- 
print might easily turn into a surfeit. As with many—one might 
almost say, most—other commodities, everything depends upon 
whether a level of demand in the United States which is wholly 
abnormal by any past standards can be sustained. The present 
emphasis nevertheless is—not unnaturally—on the increase and 
restoration of productive capacity. As the second table shows, 
Canada is by far the largest producer of newsprint ; the United 
States and the three Scandinavian countries follow a long way 
behind. Before the war Great Britain was the second largest 
producer of finished newsprint, but the British industry was 
wholly dependent on imported timber and pulp and therefore 
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very susceptible, as events have shown, to interruptions in igg 
ports, whether for military or currency reasons, The change jg 
the relative outputs of Canada and the United States is dy 
mainly to a change in the character of American output, hi 

priced papers, particularly of the tissue varieties, are now being 
produced in preference to lower priced newsprint. ‘is 





PRODUCTION AND CONSUMPTION OF NEWSPRINT 
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It is impossible to say with any certainty how far Canadian 
and Newfoundland supplies can be increased. Canadian mills 
are now operating at capacity and the capacity is expected 
to increase by another 100.000 tons this year. Long-term 
output depends on afforestation policy, and the correction of 
disastrous cutting programmes in the past. But on the whole 
it seems improbable that Canada can continue to meet the 
increases in world demand much longer. The supply of news 
print, as of other commodities, is governed by price. Unless 
labour and transport are available, large tracts of forest cannot 
be economically developed. In the past, this difficulty has been 
particularly apparent in Newfoundland, where several paper 
companies have found that the attractions of vast forests are 
offset by the lack of railways or of local labour. Similarly in 
Russia there is an immense area of forest far more than sufficient 
to supply India and China for decades to come. But no rail 
ways serve these forests: they are largely uninhabited, and the 
Russians show no visible desire to develop them at the high 
capital costs that would be required. 

As, however, the demand for newsprint appears to grow with 
what it feeds upon, much thought has been given to the possi 
bility of meeting the demand for cheap paper from other sources 
than the forests of the northern countries. In this country there 
has been research into the use of straw. Government research 
is continuing, in spite of the scepticism of the paper trade itself. 
The difficulty with straw is its bulk. Unless some process of 
easy predigestion at the farm can be found, the transport cost 
of straw in bulk is prohibitive. In India a small new mill has 
been opened recently making use of Indian timber. In Australia 
experiments are being conducted into the possibility of using 
trees of the eucalyptus type, which are plentiful. None of these 
experiments, of course, has much relevance to the immediate 
prospect, but new sources of paper-making materials will be 
needed in the long run. If literacy and the general demand for 
reading matter advance only gradually—as is to be expected— 
paper may not become a scarce commodity. Great Britain in 
the past ten years has had a glimpse—rather more than a 
glimpse—of the difficulties that shortage of paper creates for a 
complex modern community. The immediate outlook for papet 
supplies is lightening—Scandinavian pulp is more plentiful and 
has fallen in price, and the European Recovery programme 
envisages an increase in western European production of news- 
print from the present 64 per cent of pre-war to 88 per cent in 
1952-53. But the long-term outlook makes it imperative that 
the experiments should continue, 


ren 
— i 


y 


om at eet ed OP bee ee CO 





1S, 19 
S in ing 
hange in 
S 18 due 
asta 

wi 


a, 


194g 
ihe 
a 


149 
155 


93 
160 





anadian 
an mills 
xpected 
ng-term 
ction of 
e whole 
eet the 
f news 
Unless 
' Cannot 
as been 
1 paper 
ests are 
larly in 


no rail 
and the 


ne high 


yw with 
e possir 
sources 
ry there 
esearch 
e itself, 
cess of 
ot cost 
nill has 
ustralia 
f using 
of these 
mediate 
will be 
and for 
cted— 
itain in 
than a 
s for a 
r paper 
ful and 
rramme 
f news- 
cent in 
ve that 


4 


THE ECONOMIST, January 15, 1949 


NOTES OF 


Never has world leadership fallen so quickly to a nation as 
it has to the Americans. When in 1945 the United States 
emerged from the war as the richest and most powerful nation 
in the history of mankind, it had behind it virtually no tradition 
of active participation in world events. Its reaction to the rise 
of Hitler had been—in peacetime—a reaffirmation of traditional 
isolationism, and although, towards the end of the war, its leaders 
had taken an effective part in setting up various international 
agencies, there was still a trace of isolationism in their approach, 
a feeling that if the agencies did the work, the United States as 
a nation could be left in peace. 

In the first two years after the war, American foreign policy 
steered no very definite course. Mr Byrnes’s approach appeared 
to other nations quite empirical and its two chief objectives—to 
secure peace treaties and uphold the United Nations—gave little 
indication of the permanent trend of American foreign policy now 
that the United States occupied, willy nilly, a decisive position 
in the world. By 1947, the disruptive policies of Russia had made 
it clear that a hand-to-mouth American policy was only leading 
to bewilderment and instability in the western world. The need 
to offer leadership was becoming inescapable. But what would 
be offered ? And what, indeed, could be hoped from a nation 
whose whole tradition in foreign policy had been a resolute denial 
of the need of leadership ? 

Mr Marshall’s supreme achievement in the history of the free 
world lies in the fact that at a decisive turning point in American 
diplomacy, he set America’s course towards a generous and 
co-operative association with other nations and thus offered a 
leadership which was at once moral and effective. The offer of 
Marshall aid belongs to the great creative acts of history; but 
its efficacy turned not only upon the generosity and enlightened 
self-interest of its content, but almost as much on the stature and 
personality of the man who made the offer. Mr Marshall’s trans- 
parent integrity, the brilliance of his record as American Chief of 
Staff in the war, above all, the dignity and moral influence he 
brought to his office had a radical effect upon American foreign 
policy, both at home and abroad. In Washington, no man could 
have so effectively secured the acceptance of bipartisanship in 
foreign affairs. Abroad, his name alone was enough to lift 
American policy above the charges of “imperialism” and 
“domination ” vindictively propagated by the Communists. It 
was with a deep sense of the American Secretary of State’s true 
role that the peoples of Europe called his offer the Marshall plan 
and still call its results Marshall aid. 

Mr Dean Acheson, who succeeds him, will carry on worthily 
a tradition he himself did much to form. But Mr Marshall’s 
achievement already belongs to history. It was, at a crucial 
moment in world affairs, to launch the United States upon a policy 
which was not only effective but which was, in the most direct 
meaning of the word, good. 


* * * 


Monopolies Commission 


The announcement of the membership of the Monopolies 
and Restrictive Practices Commission does nothing to inspire 
confidence that the Government is really in earnest in its desire 
to tackle one of the most obstinate of contemporary problems. 
No Commission, of course, could clear up, in its five-year term, 
the legacy of half a century of restrictionism, ignored, condoned 
or actively encouraged by successive Governments of every 
party complexion. But this first group of Commissioners has 
a responsibility greater than that which will rest on any of its 
successors. It must establish the high standards of pertinacity, 
ruthlessness and acumen essential to effectiveness, it must set the 
tone of judicial objectivity, it must make a beginning with the 
long-range, all-important job of building up, precedent by 
precedent, a recognised concept of the public interest. 

The fulfilment of this responsibility calls for very definite 
characteristics and qualifications, among which toughness and 
first-hand experience of business—purposely from the seamy side 
as, for instance, a lawyer sees it—together with a capacity for 
appreciating economic perspective, are perhaps the most impor- 
tant. The greatest admirers of the Civil Service would hardly 
claim that @ lifetime in its ranks, even its more exalted ranks, has 
any tendency to develop these; yef it is a retired Civil Servant 
who is to be chairman of the Commission during its crucial first 


THE WEEK 


five years. (It is, incidentally, a curious comment on the level of 
senior Civil Service salaries that Commissions such as this should 
pay to Civil Servants past the age of retirement anything up to 
twice as much as they were adjudged to be worth at the height of 
their Civil Service” careers.) 

One would have liked to have seen among the members more 
of the business element represented by Mr Wedgwood—preferably 
a thoroughly aggressive, thoroughly individualistic business man 
who had made his way up against and through the tangle of 
restriction and inertia. Did snyone think, for instance, of asking 
Mr Butlin to spare £500 a year’s worth of his time. Mrs Joan 
Robinson combines three useful qualifications, being at once an 
economist of standing, a Socialist, and (if one may say so without 
offence) a tough egg in a situation where ten-minute eggs are 
outstandingly desirable. But will her eyes be open to that aspect 
of the problem which should be particularly an economist’s 
concern—the relation between law and regulation and the growth 
of near-monopolies ? That seems a great deal to ask of any 
Socialist, however resolved on objectivity. The team may prove, 
as a team, more effective than the sum of its members—a not _ 
unusual phenomenon. But the omens are not good, 


* * * 


Arbitration Difficulties 


The task of Lord Terrington, chairman of the National 
Arbitration Tribunal, and the other men who are called to settle 
industrial disputes must surely be one of the most unenviable 
in the country. They do not possess the respect accorded to 
His Majesty’s judges, precedent is of little help to them, and 
they are concerned not with the interpretation of the law, but 
with the thankless job of reconciling opposing interests. Except 
in the range of trades covered by special legislation, the arbitrators 
have to reach their conclusions by assessing the relative worth 
of the claims of workers and employers and the effect they will 
have upon the national economy. On occasions they must reach 
their decisions under a threat of “ industrial blackmail,” knowing 
that an unfavourable award may lead to strike action—even though 
the decisions of the National Arbitration Tribunal are binding 
upon the parties. Those of a Court of Enquiry, set up under 
the Industrial Courts Act, are not binding, though they also are 
generally observed. 

The impression gained from many awards—the National 
Arbitration Tribunal has now heard 1,193 cases—is that when 
a union’s claim has been rejected by the employers, the arbitrators 
tend to “ split the difference ” and decide on a compromise which 
leaves neither party fully satisfied, but which will] stave off trouble 
for the time being. There is also a strong impression among the 
workers that the National Arbitration Tribunal is not really inde- 
pendent, but has been instructed by the Government to carry 
out the policy laid down in the White Paper on Personal Incomes. 
This could only mean that claims would be rejected unless they 
could be justified within the terms of the White Paper. It is for 
this reason, perhaps, that there is an increasing tendency on 
the part of the unions to ask the Minister of Labour to set up 
a special independent Court of Enquiry, rather than to refer 
to the National Arbitration Tribunal or to use the arbitration 
machinery which may exist for their own industry. The London 
busmen, for example, for whom arbitration machinery already 
exists, have asked for independent arbitration. The railwaymen 
referred to the Minister without even going through the motions 
of using their own machinery. This action amounts to a tacit 
admission that they do not understand or do not accept the 
necessity of the Government’s wages policy. 

It is important, in the interests of industrial peace, that the 
workers should respect arbitration as a method of settling dis- 
putes. The fact that the unions voluntarily agreed to continue 
the wartime arbitration procedure, and have, officially at any 
rate, discarded the strike “weapon, has undoubtedly helped 
to stabilise labour relations since the war. But it will only 
continue to do so if the rank and file of the unions can be 
made to realise that the independence of the arbitrators means 
that they will get a fair but not necessarily a favourable hear- 
ing. From this point of view the outcome of the disputes 
with the busmen and the railwaymen—to which will probably 
be added the dispute in mining over an extra week’s paid holiday 
—will have an important effect upon industrial relations in 1949, 
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Good News in the Air 


The announcement early this week that the British air 
corporations wil! in future be able to place contracts for pro- 
duction models of aircraft direct with the manufacturers 1s 
encouraging. The old system under which the Ministries of Civil 
Aviation and of Supply acted as intermediaries between manufac- 
turer and state airline was unpopular, unnecessarily cumbersome 
and undoubtedly inefficient. Not the least reason for welcoming 
this new change is the fact that it was announced from Downing 
Street, since there has been too little evidente of direct interest 
in the efficiency and progress of civil aviation among senior 
members of the Government. 

How the new system will work in practice remains uncertain. 
It is not known, for instance, at which stage in the development 
of an aircraft the Corporations may place a contract and assume 
responsibility for future progress. It is at the early stages, when 
the aircraft is designed and a prototype is created, that the require- 
ments of the final user need to be stated. If wrong decisions are 
taken then, it will be difficult, later on, to avoid delay and expense 
simply by removing the two Ministries and letting the corporations 
purchase direct. Happily there are grounds for thinking that 
collaboration in this vital early stage is now satisfactory, so that 
no repetition of the Tudor fiasco should occur. By clarifying the 
position of the interested parties this decision should help to 
confirm the new relationship ; for previous difficulties arose mainly 
from a failure to define responsibility precisely. 

Finally, there is hope that the new system of ordering aircraft 
will save money ; the activities of the Ministry of Supply were 
reliably estimated to add about 3 per cent on to the cost of 
British aircraft ordered for the British Corporations. This should 
please the taxpayer just as the tardy acceptance by the Govern- 
ment of their views on ordering aircraft has pleased the state 
airlines. 


New Start in Greece 


A start has at last been made in broadening the basis of the 
Greek Government. Mr Papandreou, leader of the Democratic- 
Socialist Party and Prime Minister at the time of the liberation, 
has agreed to join the present coalition of Liberals and Populists. 
Mr Sophoulis will continue as Prime Minister, and Mr 
Papandreou ‘will be joint deputy premier with Mr Tsaldaris, as 
well as Minister of War. The extent to which these rearrange- 
ments will strengthen and broaden the Greek Government 
should not be exaggerated. ‘The Democratic-Socialist Party is 
only one among a number of small Opposition parties, and 
although its members may be democrats they are certainly not 
Socialists. Nevertheless it is a step in the right direction, for 
which foreign critics have long agitated, and it is hoped that 
some other Opposition parties may be persuaded to join the 
coalition. : 

The new Government will be no great improvement over its 
predecessors unless it actually carries out the excellent programme 
it has drawn up. More efficient operations against the Com- 
munists must be the most important item in any Greek Govern- 
ment’s programme at the present time, for upon that hangs 
everything else. So long as the Greeks are exposed to the dis- 
orders, upheavals, and disintegration of civil war, it is impossible 
to expect them to put any heart into securing economic recovery. 
And they need expect little effective help from Uno. It is en- 
couraging that Mr Papandreou has specifically been made 
responsible for looking after the dependants of the Greek soldiers, 
for no better way could be found of keeping up their morale than 
by making adequate provision for their wives and families. 


On the domestic front the chief Government proposal is to 
get efficiency in the administration. The achievement of this aim 
should be considerably helped by the new law to decentralise a 
system under which not only the appointment of the local mayor, 
but also the appointment of the char to clean his office must come 
from Athens. The government also proposes to impose increased 
taxes on the wealthier classes. They can well afford them and the 
idea is excellent as far as it goes ; but without a drastic improve- 
ment in the Greek fiscal system it is likely to yield only dis- 
appointing results. Many Greeks keep most of their wealth, not 
in their banks, but in private hides about which fiscal officials 
find it profitable to remain ignorant. The government should 
also turn its attention to the big importing merchants, some of 
whom, in spite of American supervision, are managing to rake off 
a significant fraction of American aid supplies. 
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“Their Duty as Frenchmen ’”’ in 


Dr Joliot-Curie, the Communist French High Commissiong 
for Atomic Energy, has expressed great indignation at suggestions 
to which The Economist has drawn attention, that Communig 
direction of atomic research in France might be of benefit to 
Russian preparation for atomic wariare. Speaking at a lunch @ 
the Anglo-American Press Association of Paris on January 
he said that, as a French Communist, he would consider it ap 
act of treason to turn over to a foreign country any informatign 
gathered by his team in their work. If they were to makeg 
discovery unknown to other nations, he declared that their “du 
as Frenchmen” would be “to guard it jealously as a secret jp 
France unti] the United Nations has succeeded in outlawing 
atomic weapons.” ; 


When Dr Joliot-Curie thus asserts that his duty as a Frenchman 
takes precedence of his loyalty as a Communist, it can at leag 
be said in his favour that he resigned from the party in 1939 jp 
protest at the Nazi-Soviet Pact, and only rejoined it after Hitler 
had forced the Soviet Union back into anti-Fascism. However, 
the fact that he belongs to the party now seems to imply that he 
endorses its bitter hostility to Western Union and regards, not the 
policy of Moscow, but that of the French Government, as detri- 
mental to the real interests of France. Moreover, the majority 
of the French Communists, including their leader, did not protest 
against the Nazi-Soviet Pact in 1939, but fully accepted it and 
did their best to sabotage the French war effort; some of these 
more consistent followers of the party line may be among the 
Communists on Dr Joliot-Curie’s staff. Nobody wishes to hurt 
unnecessarily the feelings of such a distinguished man ; but his 
indignation at suspicions abroad is somewhat reminiscent of a 
bookmaker who is seen suddenly leaving a racecourse and js 
furious at the suggestion that he may not come back. It c 
of course, be proved that he does not intend to return, but the 
public may be pardoned for its anxiety because there have been 


sO many previous cases of bookmakers lapsing into permanent 
absence. 


Similarly, there have been seen so many examples of Com- 
munist treachery and dissimulation for the sake of the “ Socialist 
Fatherland ” that it is hard to be entirely reassured by Dr Joliot- 
Curie’s protestations of future innocence. The records of the 
Canadian spy trial show that Communists in Canada did what 
Dr Joliot-Curie says they will never do in France ; the Canadian 
culprits would surely have the approval of Lenin, who once 
declared that every kind of ruse and deception was justifiable 
in the cause of the Communist revolution. The situation created 
by the presence of avowed Communists with French Government 
endowment in the Fort de Chatillon can hardly fail to lead to far- 
reaching complications as the French atomic research programme 
develops ; some measure of what these might be is given in an 
article which appears on page 108. 


* * * 


Sweden in Isolation 


While the idea of regional defence arrangements goes on 
gathering support in most parts of the world, it has got nowhere 
in the Baltic. No basis for effective collaboration between. the 
Scandinavian states on military matters can be found: that is 
likely to be the practical outcome of the secret meeting of the 
Northern Defence Committee which has just ended in Oslo. The 
task of the Foreign Ministers of Denmark, Norway and Sweden, 
when they confer in Copenhagen next week, will therefore be to 
draft a soothing formula to cover their continuing and funda- 
mental divergences of views. An agreed policy for defence would 
have been possible only if the Committee had had a common 
political point of departure for its strategic deliberations, and 
there has never been any sign of this. 


_Both Norway and Denmark, the latter in the face of com 
siderable pressure from Sweden, have renewed arrangements for 
their troops to share in the occupation of Germany, and Denmark, 
a few weeks ago, announcd its intention to standardise its arma 
ment on American lines. The Swedes meanwhile have stuck to 
their belief that they will be able to maintain their neutrality 
in any future war provided that they keep clear of peacetime 
entanglements. And it has been their policy to persuade theif 
neighbours to abandon all other present or prospective alliances. 
Neither Danes nor Norwegians accept ihis reasoning. They do 
not believe that their countries could escape being involved in 
any future war, and they do not believe that Sweden is strong 
enough to protect and arm all three countries. They therefore 
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prefer to join the western Powers, with whom they have strong 
common interests and from whom they have a reasonable prospect 
of drawing adequate strength and support. 

In these circumstances, the content of the forthright speech of 
the Norwegian Foreign Minister in his New Year message was 
hardly surprising. For he has all along maintained the argument 
that the conditions of modern war require Norway to co-operate 
with friendly nations outside Scandinavia. His speech, neverthe- 
less, caused a minor sensation, and, within a few hours, a 
meeting of the Scandinavian Prime Ministers and Foreign 
Ministers was arranged at Karlstad, in Southern Sweden, to 
make hasty repairs to the castle they had for some time been 
building in the air. 

The meeting doubtless discussed the replies to be made to 
the formal invitation, which is now thought imminent, to join 
the Washington talks on Atlantic defence. Norway and Denmark 
will probably accept, while Sweden will decline. The renewed 
isolation of Sweden is unfortunate, particularly since Swedish 
reluctance to turn more to the West is based on—or at least 
justified by—a desire to protect Finland by not provoking Russia. 

In Sweden itself there is a division of opinion about this policy 
of isolation. Some of the political estimates of Sweden’s military 
strength are frankly absurd. It is true that its forces are well 
equipped, but its defensive position is weak—both by geography 
and by lack of such raw materials as oil. Its armament indus- 
try, impressive in peace, would be unable to sustain an army 
in war. That is why no less an authority than the Commander- 
in-Chief of the Swedish Armed Forces, General Jung, has pub- 
licly declared that Sweden needs outside help. Until the 
politicians accept his arguments, even negotiation for such aid is 
excluded by the policy of “alliance-free, armed neutrality.” 


* x * 


How Many Houses? 


The first milestone of the Government’s housing programme 
is passed, the prospect of one dwelling to each family is discernible 
in the middle distance, and the time has therefore come for an 
assessment of the country’s future housing needs. The publica- 
tion of a PEP Broadsheet (No. 293) on this subject is therefore 
a welcome indication that the problem is recognised. With 
expenditure on housing running at the rate of something like 
£300 million a year it is essential that a national plan should be 
based on adequate data. Reliable information about the number 
of households of which the nation is composed, their size and 
the ages of the adults and children they contain is lamentably 
deficient. For example, two recent surveys carried out for the 
Government by the Social Survey in 1947 and by Hulton Reader- 
ship Survey in 1948 show a discrepancy of 900,000 households 
in their total figures. In the absence of reliable figures the 
numbers and sizes of new houses required is impossible to 
estimate, 

All that the Ministry of Health is doing at present is to collect 
and collate the application forms received by local authorities and 
to eliminate from the demands those which are duplicated. The 
results, which will not be ready until late in the spring, will only 
show the number of families who have taken the initiative to 
ask local authorities for a new house. Most of these families 
contain children and represent the larger household groups. The 
return will not show anything about the circumstances of all 
the other families, nor how many houses are under-occupied, due 
for replacement, or what the balance of requirements between 
different types of houses ought to be. Yet this knowledge is 
essential for any long-term housing programme. 

For example, the great majority of new permanent houses 
built so far have been of the three-bedroom type. But surveys 
carried out in a small number of local authorities show that some 
50 per cent of all their households contained three or less persons, 
and that about 70 per cent contained four or less persons. 
To continue to build the same proportion of three-bedroomed 
houses in the face of such figures would be a huge waste of 
resources. . 

Enthusiasts for more and better houses are apt to ignore the 
simple arithmetic of national expenditure. Would the housewife 
prefer a smaller and cheaper house and a better school or a 
better social centre ? What is often forgotten is that any waste of 
national resources on houses reduces the possibility of health 
centres and better schools or any of the other desirable ways ot 
employing capital. > < 


The Eye Service Next 


ee ; 8 . . 
Practitioners in the supplementary ophthalmic service are to 
the next, after the dentists, to have their earnings reviewed 
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and, presumably, cut,.. The fees for testing sight, whether. by 
opticians or doctors who take part in the eye service, were based 
on the average time taken to conduct an examination in the days 
before the health service was introduced. This was estimated 
at half-an-hour ; but since July sth the demand for spectacles has 
been so great that many opticians and doctors are known to be 
spending a much shorter time than this and earning very large 
sums in consequence. Sample inquiries are therefore being held 
to determine what is the average time now being spent on sight- 
testing, and the fees may be renegotiated in the light of their 
findings. 

A great deal of the present phenomenal demand for spectacles 
is no doubt the accumulated demand of people who were unable 
or unwilling to pay for them before July 5th. (It is not altogether 
true to say that many people could not afford to buy spectacles 
before the health service was introduced. If they were really 
too poor to do so, they could, after a means test, obtain them 
under the poor law, or through the hospital service.) Neverthe- 
less, the permanent demand for spectacles has been estimated 
in The Lancet to be in the region ‘of 7,000,000 pairs a year, 
compared with an annual output of four to five million before 
last July. This raises the question of how the demand is to be 
met until there are enough practitioners to cope with it. Even if 
it is assumed that the present difficulties concerning the manu- 
facture of spectacles can be overcome, it will be a long time before 
there are enough eye specialists to enable the spectacle service to 
become part of the general ophthalmic work of the hospitals. 
It is a declared principle of the health service that its practitioners 
should retain the best standards of private practice. Does this 
mean that they are to continue to see only two patients an hour 
instead of four, six or even ten ? If so, it will add considerably 
to the length of the waiting list. Are practitioners, therefore, 
justified in permitting some dilution of standards, at least for 
the time being? This dilemma, which arises throughout the 
health service, can doubtless best be solved by individual judg- 
ment. But it adds some force to the contention that the introduc- 
tion of a free health service might destroy the old relationship 
between doctor—or dentist—and patient. 


x * * 


Bevan Bans the Boxes 


The spectacle of medical students acting the fool in the 
streets of London in order to collect funds for such famous 
institutions as Guy’s or Bart’s was never very edifying; few 
people will regret that it finally vanished with the passing of the 
National Health Service Act. Since July 5, 1948, hospitals can 
still receive gifts of money, but they must be used to provide 
“amenities,” not for the hospitals’ ordinary running costs. It is 
very difficult to decide when an amenity is not an ordinary part 
of a patient’s maintenance and treatment, but having allowed the 
receipt of gifts for amenities, Mr Bevan might have been expected 
to allow hospitals to ask for them. Instead, he has sent out a 
directive couched in unnecessarily peremptory terms, forbidding 
governors of teaching hospitals, regional boards and hospital 
management committees from participating directly or indirectly 
in appeals for funds. “Existing posters should be removed.” 
“ Any collecting boxes still out should be brought in at once,” 
“There can be no objection to hospital staff giving their own 
time to outside voluntary effort, e.g. Alexandra Rose Day ”—it 
would, indeed, be monstrous if there were—‘ but the use of 
uniformed nurses for this purpose should cease.” Not to mention 
the discourtesy of referring to nurses as though they were collect- 
ing boxes, why on earth should they not wear their uniforms in 
taking part in charitable activities if they want to ? 

Mr Bevan has gone too far. The undignified collection of 
funds for hospitals was bound to wither away. But local pride 
and interest in hospitals, whether voluntary or municipal, has 
always been regarded as something well worth preserving, and it 
was the intention of the Act that this should be done by allowing 
hospital management committees a fair amount of independence. 
In practice the committees seem to be becoming more remote and 
bureaucratic in the management of their eves of hospitals than 
had been hoped. By forbidding them to take part in loca! bazaars, 
fétes and the like, Mr Bevan is ors this lofty detachment: 

He is not even consistent. It might have been thought that 
since hospitals are now independent of voluntary financial help 
for their normal needs, they would be provided with funds by 
Mr Bevan to enable them to recruit enough domestic workers 
who are essential for a hospital’s efficient running. But no— 
boards and committees are to encourage voluntary service in the 
hospitals, even for helping in comestic work. The ridiculous 
upshot of this directive is that hospital committees can appeal for 
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people to help arrange the patients’ flowers, but not for money 
to buy vases to put the flowers in. They can appeal for the 
services of a Father Christmas, but not for money to buy toys to 
fill the stockings in the children’s wards. 


x * * 


Schoolchildren’s Health Service 


Once the national health service had been introduced, it 
seemed on the face of it anomalous that the schoo] medica] and 
dental services should continue their separate existence. So long 
as children were unable to obtain free treatment from private 
practitioners, it was a necessary social service that something should 
be provided through the schools. Since last July, however, every 
child has had the right to free treatment from his family doctor 
and from a dentist, and the question is therefore often raised 
whether the separate medical and dental service for schoolchildren 
is not merely an unnecessary duplication. 

Doctors in the school medical service could not, even before 
last July, undertake any treatment of schoolchildren, other than 
for “ minor ailments,” that would otherwise be done by a general 
practitioner privately, even if it meant at the parents’ expense. 
The chief value of the school medical service is diagnostic. At 
the regular medical examinations and at the minor ailment clinics, 
serious defects may be discovered by the school doctor that other- 
wise may go unnoticed, and if necessary hospital treatment can 
be arranged, Further, the local education authorities have played 
an important part in the development of child guidance clinics. 
The point is that even though ordinary medical treatment is 
precluded, the school health service does provide a certain priority 
for schoolchildren which could not be given if they were to take 
their chance in the queue for the national health service with 
the rest of the population. A general practitioner with a busy 
surgery cannot give the flat feet of a schoolchild the attention they 
deserve. Nor can a dentist be asked to give a schoolchild’s teeth 
priority over those of his other patients. Until the supply of 
practitioners in the national health service is adequate to meet 
all demands promptly and efficiently, there is a strong reason why 
the school service should continue in being to give priority to 
the rising generation. 

On the other hand, there is every reason why, as Dr Fraser 
Brockington, member of the Central Advisory Council for Educa- 
tion, urged last week end, the school service should be more 
closely associated with the national health service. Pediatricians 
in the hospitals and school doctors should not work in isolation. 
Moreover, it is only by close association of the two services that 
the school service can remain in being. At present, dentists are 
leaving the school dental service because it is so poorly paid in 
comparison with work in the national health service. If the 
school health service were not abolished but made part of the 
national health service so that two-way traffic of practitioners 
between them were facilitated, it would be to the benefit of both. 


* x * 


Bizonia Half-way to a Trade Balance 


Bizonia is now as near to balancing its trade as France. 
According to preliminary estimates of the Joint Export-Import 
Agency (JEIA) Bizonal exports in 1948 will prove to be equal 
to almost half the value of imports, For the first year of the 
European Recovery Programme the export target of $668 million 
will certainly be reached, if not exceeded, 

The rate of increase that has been achieved is as remarkable 
as the total export figure. Eighteen months ago, Bizonia was 
exporting at the rate of little more than $200 million a year ; 
today the rate is $800 million. The export target for the second 
Marshall year, 1949-50, is one billion dollars, and for 1952-53, 
three billion. 

Until recently, half Bizonia’s exports consisted of coal. This 
fact was a constant source of complaint from the Germans, as the 
export of raw materials brings in a comparatively small return. 
The proportion of coal to the total is, however, gradually drop- 
ping ; it is now something over 40 per cent, and should be only 
one-third in 1949-50. This means that the rate of increase in 
export of manufactured goods will have to be much higher than 
the general increase. 

The 1948 figures reflect in part the effect of greatly increased 
imports, both of food and raw materials. One of the main 
grievances of the Germans in 1947 was that only a fraction of 
their exports returned to them as imports of raw materials. (They 
ignored the $800 million of food and similar essentials paid for 
by the American and British taxpayers.) In 1948, raw material 
imports were much greater, amounting to $400 million, though 
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they still did not equal German exports. Buying by the Joint 
Export-Import Agency was very slow earlier on in the year, 
owing to uncertainty about the working of the ERP ism, 
Now, curiously enough, though purchases have speeded up, they 
are not as ample as they might be because JEIA has more dollars 
than it can spend, and—it maintains—too little sterling. mR 
In 1948, the Germans received far bigger imports of food and 
other essentials—the so-called “Category A” goods—under 
grants from the US and British Governments. The total in 1 
was about $1 billion, compared with $800 million in the previous 
year. There can be no doubt that better rations played a pan 
—with currency reform and larger supplies of raw materials— 
in bringing Bizonia to a point where it pays for half its imports, 
Germans can now sell goods—except for some which are 
particularly scarce—through normal private channels, without 
JEIA’s intervention. They were given this freedom witha 
warning that it would be revoked if they resorted to devices for 
keeping part of their foreign exchange proceeds abroad. 
also demand the right to import without control by the Agency, 
To them, JEIA remains a sinister, mysterious body into whose 
clutches the hard-earned proceeds of German exports disappear 
for the benefit of Germany’s envious competitors. The 1 
statistics may go some way towards convincing them that JEIA 
has aimed—with remarkable success considering the host of 
difficulties—at re-establishing German foreign trade with the 
greatest possible speed. 


* * * 


Unemployment in Belgium 


There are reports from Belgium of growing unemployment, 
One of the explanations seems to be that since Belgium will not 
buy from its neighbours the commodities it does not want, they 
refuse to buy from Belgium what they can do without. This is 
the unforgivable crime in the postwar world of planning ; as a 
result some Belgian industries find themselves faced with a 
miniature depression. 

Unemployment is confined to the so-called “ non-essential 
trades,” mainly textiles. It rose from 97,000 at the end of 1947 
to 270,000 in January of this year, and today nearly one-sixth 
of the insured population is at least temporarily out of work. 
Part of the increase is of course due to seasonal fluctuations. The 
number of unemployed has also been swelled by the $0,000 
Belgians who used daily to cross the border to work in the French 
textile industry. Because France lacks Belgian francs, the govern- 
ment last week banned all imports from Belgium, including the 
services of these 50,000 workers, who were paid largely in their 
own currency. ' 

This incident typifies the general problem. Western Europe 
is short of Belgian francs because Belgian importers are not buying 
its goods. They prefer to buy where prices and quality are more 
attractive, even if this means spending dollars. Moreover, the 
ERP countries have not readily available supplies of such raw 
materials as cotton and non-ferrous metals on which a large part 
of Belgian industry works. In the prewar world of multilateral 
trading this did not matter; and it was hoped that the intra- 
European payments scheme, established last October as part of 
the Marshall Plan, would bring enough flexibility into European 
trade to make any ‘drastic changes in the Belgian pattern 
unnecessary. 

So far these hopes have not materialised, and therefore most 
of the ERP countries have imposed further restrictions on put- 
chases from Belgium, especially of luxury goods. This faces the 
Belgian economy with a crucial test. Can it stand up against 
the current austerity drive ? 

In some European quarters the spectre of unemployment in 
Belgium will be taken as a sign that at last this nation must 
mend its multilateral ways. Thers is a conviction among many 
of the other ERP countries that they have been paying with theif 
own precious gold reserves for Belgian dollar imports and for its 
high level of prosperity. But as yet the Belgians themselvés show 
no signs of accepting this analysis of their difficulties. One thing 
is certain: that with the latest figures of Belgian unemployment, 
the discussions in Paris between the advocates of austerity and the 


advocates of expansionism have ceased to be merely an academic 
exercise. 


x * * 


After the Storm in Indonesia 


The Dutch military aetioa against the Indonesian Republic 
was swift enough to create a fait accompli while the Security 
Council was deliberating. Had the Republic been a recognised 
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sovereign state, the Council might have insisted on a Dutch 
withdrawal to the positions previously held, but as the Council’s 
attitude from the beginning has been based, not on considerations 
of international law—which have been in favour of the Dutch—but 
on a general political desire to conciliate an important Asian 
nationalist movement, there has been a general willingness to let 
the Dutch have a try at coming to terms with the Indonesians. 

A return to the state of affairs existing before the Dutch offen- 
sive would not have offered any prospect of a solution, The 
fighting would merely have intensified the mutual intransigence 
which led to it, and short of a settlement directly imposed by 
Uno, there was nothing to compel the two parties to come to 
terms. On the other hand, the geographical distribution of their 
respective zones of control—with Java cut up into four separated 
areas—was such that a permanent partition of Indonesia between 
the Republic and a Dutch-supervised federation would have been 
unworkable. As a result of the military drive, the Dutch have 
military supremacy in the whole of Indonesia and confront an 
all-Indonesian political nationalist movement. The politicians of 
the Republic are now in the same boat as the leaders of the 
Dutch-sponsored Negaras, who have shown much solidarity with 
them during the crisis; the cabinet of East Indonesia resigned 
as a gesture of protest at the Dutch military action, and one of 
these “collaborators” with the Dutch told a foreign observer 
that he regarded the Republican leaders as the “heroes” of 
Indonesian nationalism, even though he himself favoured tactics 
of compromise. By not submitting except to force majeure 
Soekarno and Hatta have preserved their reputation for heroism, 
and it is with them, and not with any subservient nominees, that 
the Dutch will in the long run have to deal. 

Soekarno and Hatta, on their part, are perhaps not too sorry at 
the turn events have taken, for they were seriously hampered in 
their desire to reach a ‘settlement with the Dutch by an 
irresponsible extremist element which was always ready to accuse 
them of betraying the national cause if they conceded an inch. 
This, of course, is the kind of subtlety which the Security Council 
cannot appreciate—at any rate publicly. Now that de facto 
independence has been ended by Dutch reconquest, nationalist 
politics can start afresh. It must not be forgotten, however, 
that Dutch public opinion, almost solid in support of the police 
operation, is likely to be divided in its attitude to Soekarno and 
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Hatta. The Catholic People’s Party is openly hostile to them 
and the Liberals have criticised the conciliatory tactics of their 


Minister, Mr Stikkev. A split in the Dutch Cabinet is nor 
unlikely in the near future, 


* * * 


Civil Rights in South Africa 


Dr Malan has driven one more nail into the coffin of the 
South African native. On January 4th, his government abolished 
the Natives’ Representative Council, the last but one national, 
as opposed to local, body through which the natives could express 
their political opinions. All that remain now are the three 
European representatives of native interests in the House of 
Assembly—and they, too, are marked for early removal. 

The history of the Council is a sad reflection on the way party 
politics have neutralised the many worthwhile attempts which 
have been made by South Africans to give the natives a stronger 
voice in their own affairs. The Council was originally set up 
by Parliament in 1936 to advise the government on, among other 
things, legislation affecting the natives. It worked only with 
difficulty ; and in 1946 it complained to the then Acting Prime 
Minister, Mr Hofmeyr, that its advice was consistently dis- 
regarded and that, in its existing form and without any authority, 
“it could serve no useful purpose.” It accordingly adjourned 
sine die. General Smuts then proposed that the Council should 
be reorganised and that it should be given a limited degree of 
executive authority ; but before he could put his proposals into 
practice, he was defeated at the general elections last year. 

Dr Malan’s Nationalist government have now seized on the 
Council’s own phrase—“ that they could serve no useful purpose ” 
—and, divorcing it from its context, have used it as an excuse 
to abolish the Council altogether ; they claim that by so doing 
they are simply acting on the Council’s advice. In its place the 
Nationalists now propose, in vague terms, to set up something 
similar to the bunga system—the native “ parliaments” which 
at present function in the Transkei and Ciskei reserves. 

There seems to be no human agency capable of making Dr 
Malan and his colleagues understand the folly of what they are 
doirfg. It used to be said by the Afrikaans section of South 
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Africa that the late Mr Hofmeyr weuld never make a statesman 
because he had no grandchildren te plan for. If, in contrast to 
Mr Hofmeyr’s shortcomings, the Nationalist government are 
seally concerned for their descendants and not with their imme- 
diate—apparently totalitarian—ambitions, they should think 
mitch more carefully before adding so much to the store of 
iJ}will which the natives are building up against them. 


* * * 


Finding a Welsh Capital 


Wales has no acknowledged capital city ; but for administra- 
tive as well as patriotic reasons it needs one, and several towns 
have now entered the lists to capwre this honour. The difficulty 
is that communications within the Principality—especially between 
South and North—are so poor that, when Welshmen confer, 
they often sacrifice honour to convenience and meet on foreign 
soil at Shrewsbury. This fact has assisted Wrexham, near 
Shrewsbury, but just on Welsh soil, to put in a shrewd bid ; but 
its claim ends there. The obvious rivals are Cardiff (population 
230,000), the giant among Welsh towns and the centre of the 
populous industrial South, and Caernarvon (population 10,000), 
the ancient fortress capital of the depopulated rural North. 
Cardiff, though big and prosperous, is comparatively cosmopolitan 
—a defect in the eyes of true Welshmen. Caernarvon is more 
truly Celtic—but it is far removed from the centres of population 
and economic power. Each of these towns is highly inaccessible 
10 the other—a difficulty that affects Swansea, another possible 
candidate, as much as Cardiff. Moreover, the cleavage between 
South Wales and North Wales goes deeper than geography, and 
is evident in contrasts of occupation, education, and way of life. 

To find a new site in central Wales would seem to be the 
theoretical solution. Liatle Machynileth (population 1,892) has 
now joined the lists. It was indeed the capital of Owen Glendower 
and claims to be equally accessible from all parts of Wales— 
unfortunately it would be nearer the truth to describe it as equally 
inaccessible. Probably the centre of Welsh gravity hes closer to 
Brecon than to anywhere else; but this is one town that has 
stayed modestly silent. Altogether, municipal patriotism is at 
a fine fever all over Wales, and has even spread over the border 
t© Ross-on-Wye, which has addressed a stern rebuke to the 
BBC for describing it one day recently as the coldest place in 
the country. If all else fails, the capital-seekers must invade 
Monmouth or petition the Local Government Boundary Com- 
mission to have Shrewsbury incorporated in Wales. 


From The Economist of 1849 


january 13, 1849. 


We learn with some satisfaction from a speech delivered 
by Mr. Hindley, on Monday, at a meeting of the factory 
hands, that the mill with which he is connected is now only 
working ten hours. The alteration, however, is very recent ; 
for only a few days before we were informed that the mill 
with which he is conmected was working thirteen hours per 
day. But though Mr. Hmdlcy bas become suddenly righteous 
in his own eyes, we do not, therefore, see the propriety of 
his stirring up the people to make every other factory owner 
follow his example. “ Was it right,” he is reported to have 
said, “to force one master to work ten hours a day, and to 
leave another master to work fifteen hours a day (cries of 
“no, no")? If one master was not upon the same footing 
with another, it was impossible for him to maintain his 
ground (hear, hear» It certainly is not right to 
force one master to work ten hours a day, or any other 
number of hours against his inchnation, and still less 1s it 
proper to force all the masters, as Mr. Hindley proposes, to 
work ten or any other number of hours. That would be 
constraining all the masters to act on one uniform princip!e ; 
it would be regulating industry by the goose step of military 
discipline, and would deprive all the masters of that personal 
responsibility which is at once the restraint of duty and the 
spur-of enterprise. Mr. Hindley is anxious, however, as he 
works only ten hours, to prevent other masters from working 
fifteen ; and he imvokes the assistance of the factory hands 
to enforce a uniform and procrustean system on all... .. 

Let a combination, like that of the factpry workers, 
headed by a few demagogues, put an end to individual 
responsibility and industria] enterprise, by reducing all 
masters and all men to one dead level, and many years, we 
fear, will not elapse ull the plans of the enterprising 
Americans are carried successfully into execution, and the 


cotton manufacture quitting Lancashire will take up its 
abode in Pennsy!vania. sali 
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Shorter Notes 


Seciologists of the future will doubtless produce many learned 
treatises attempting to analyse why the BBC’s Iima programme 
has had such a wide appeal among all classes and conditions of 
men. Today, all that needs to be said is that few comedians, even 
in a country which always gives a high place to its comedia 
ean ever have been so universally mourned as is its central figure, 
Tommy Handley. Only few people become, by their death, front 
page news in every newspaper in the land—indeed it is difficult t 
think of anyone else to whom The Times and the Daily Worker 
could equally pay tribute. That is the measure of T 
Handley’s success, and the affection the country felt for one who 
was in the tradition of British comedians that stretches back 
through Dan Leno to the great Falstaff himself. 


* 


The Czech Premier, Mr Zapotocky, has recently expressed 
pleasure at the results so far achieved in reorganising and 
unifying the Czech physical training organisations. He said that 
they did not want to breed “a caste of snobbish sports prima 
donnas” but to produce masses of healthy and politically con- 
scious young people ; and that the healthy blood of the working 
youth was now flooding the veins of the Sokol. This encouraging 
progress is also illustrated by the report that Czechoslovak foot 
ball teams were able to stay at home over Christmas as they no 
longer needed to improve their financial position by arranging 
“ doubtful” matches abroad, which, it is stated, had often nothing 
to do with “real sport.” 

. 


The Russian threat to cut off manganese ore exports to the 
United States has been met by a triangular agreement between 
the United States, Canada and South Africa. The US Department 
of Commerce announced on Tuesday that the steel allocation to 
Canada will be increased to enable Canada to produce goods 
wagons for the South African railways, thereby making it possible 
for South Africa to increase its export of manganese ore to the 
United States, South Africa is, next to Russia, the second largest 
supplier of manganese to the United States, and the agreement is 
of obvious benefit to all concerned. The pity is that this and 
other multilateral agreements which might later be arranged should 
only be concluded under Russian pressure. 


* 


It appears from a report of the Common Cold Research Unit, 
which appeared in last week’s Lancet, that any hope of a cure 
or immunisation for colds is as remote as ever. The unit has 
pieced together a great deal of valuable information on the 
“ natural history ” of the common cold ; it has studied the question 
of whether colds are always caught or sometimes activated by 
such factors as draughts and cold feet ; and it has tried to deter- 
mine the duration and extent of resistance. All this information 
is of interest even to the Ipyman, but the cold truth remains that 
though the unit succeeded in inducing a cold in about 60 per 
cent of its human guinea-pigs, it has not yet succeeded in growing 
the cold virus. For the time being, therefore, this common 
nuisance will remain with us. E 


® 


_ The meeting of the executive committee of the World Federa- 
tion of Trade Unions in Paris next week is likely to be the last 
which British and American delegates will attend. Mr Arthur 
Deakin of the TUC is discussing the possibility of common action 
with his American colleagues in the Congress of Industrial Organi- 
sations and the Sones Federation of Labour. The AF of L 
was never a member of the World Federation, but it has proposed 
to the TUC and the ClO-that a new international sa bent 
should be formed on a regional basis, which would take the place 
of the WFTU, now dominated by the Communists. The sug- 
gestion is sound and it should fill the vacuum which wil] be 
created by the break up of the World Federation. 


* 


Covrection: In a Note last week on defence expenditure i 
western Europe—* Reluctant Rearmament ”—the ceeeenes a 
French francs into sterling was incorrect. French expenditure on 
defence in 1948 was in fact about £300 million (not £30 million) 
and in 1949, about £340 million (not £34 million). The sotal 
estimated defence expenditure of the Brussels Pact Powers for 
1949 should therefore be about £1,184 million. 
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Letters to 


Red Light in Israel 


Six,—In the article “Red Light in Israel” which appeared in 
The Economist of January 8th, the writer states—and it has 
been repeated freely by other sources—that should Egypt and 
Transjordan invoke the Treaties of Alliance with the United 
Kingdom of August, 1936, and March, 1948, respectively, because 
of the violation on their frontiers by Israeli troops, the United 
Kingdom Government would find itself in the invidious position 
of honouring the terms of these treaties. The latter are quoted 
to say that “ should either high contracting party become engaged 
in war, the other shall immediately come to his aid.” It would 
indeed be naive to presume that such a situation has arisen. The 
mutual defence arrangements, on my interpretation, which is 
based on Article 2 of the revised Anglo-Egyptian Treaty initialled 
on October 25, 1946, read as follows: 


In the event of Egypt becoming the object of armed aggression 
or in the event of the becoming involved in war as the result 
of armed aggression against countries adjacent to Egypt, they shall 
take, in close co-operation and as a result of consultation, such 
action as may be necessary until the Security Council has taken the 
necessary measures for the establishment of peace. 


Though the above is not in the text of the 1936 Treaty with 
Egypt, the relevant article can only be interpreted as above, in 
accordance with Article §1 of the Charter. This would also apply 
to the Treaty with Transjordan. 

The Israeli State came into existence on May 14, 1948. Both 
Egypt and Transjordan chose the very same day to strike with 
armed force against it because they refused, legitimately or other- 
wise, to recognise the resolution passed by the Security Council 
on November 29, 1947—yet the US and USSR Governments 
granted de facto recognition immediately to the new State. An 
“unofficial” war was declared and fighting has taken place. The 
matter lay, and still rests, with the Security Council to bring 
about the termination of hostilities and urge the contending 
factions to negotiate around a peace table, rather than settle 
matters by force. Hence, the United Kingdom should have felt 
the risk of being involved in a Middle Eastern war eight months 
ago, if Egypt and Transjordan called for aid on a larger scale 
than was given. But as a bona fide member of the United Nations 
and the Security Council, we chose not to intervene, as far as 
possible, beyond what was strictly necessary. 

To all intents and purposes Egypt and Transjordan struck 
first, therefore they are the aggressive states. War was declared 
on Israel by the Arab. States and, because it has now extended to 
their national boundaries, it would seem ridiculous to say that 
Israel has violated their frontiers and call Israel the aggressor. 
However willing and welcome British military help would be, it 
could certainly not be justified on grounds of the Treaties of 
Alliance. 

The Palestine issue is still within the jurisdiction of the Security 
Council, and because the latter is still endeavouring to bring peace 
to the Holy Land, members of the United Nations and especially 
members of the Security Council, should refrain from helping 
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the Editor 


either side. If the conduct of certain members has been refractory 
by sending arms and military equipment to one side, other 
members should not balance that assistance by helping the other. 
Both acts are reprehensible and should be actively discouraged, 
otherwise disastrous consequences would ensue. 

In this dispute there should be only two parties and the 
mediating body: the Arabs, the Israelis and the Security Council. 
Truces have been agreed upon and violated by both sides, and 
you cannot name the violator of a truce the aggressor in a war 
caused by the invasion of its territory. Until the Security Council 
has performed its task successfully, truces will be incidental phases 
in this war. The réle of aggressor dioes not change from side to 
side with alternate violations of local truces, thereby enabling 
either party to appease public opinion at home and enlist sympathy 
and material assistance from abroad. 

I do not wish to condone Israeli action in this or any other 
instance and I agree with the general theme of the article, but 
I feel that the invocation of these Treaties is somewhat out of 
place and tends to bedevil an already complicated situation.— 
Yours faithfully, RANDOLPH GHERSON 

London School of Economics, 

Aldwych, W.C.2 


[In the 1936 Treaty with Egypt, the clause quoted was to be observed 
subject to obligations under the League Covenant and Kellogg Pact ; 
in the 1948 Treaty with Transjordan, the corresponding clause was 
subject to obligations under the UN Charter “or any other existing 
international arrangements, conventions or treaties.” It is arguable 
that there is a distinction between crossing the Egypt-Palestine frontier 
in order to occupy part of Arab Palestine, as the Egyptians at one 
time claimed to be doing, and crossing it into Egypt. Egypt belongs 
to the Egyptians in the eyes of international law; the Negeb does not 
yet in law belong to Israel.—Eprror.] 


Trade Unions’ Strength 


Sir,—Whilst fully agreeing with the conclusion in your Note 
on trade union strength, namely that there is need for fresh 
thinking on the role and functions of a trade union in a contem- 
porary society, I most emphatically disagree with the assertion 
that the reduction in the total number of unions is a healthy 
sign and that the number of small unions is excessive. I suggest 
that the existence of many small unions is a sign that there still 
exists on the wage earning side of industry a spirit of indepen- 
dence which remains one of our main assets, 

I submit that it is a fallacy to believe that a small union is 
necessarily powerless to, effect a good bargain with employers. 
The reverse is often the case. When a union is small, its officers 
are able to keep in close touch with the members, it is better able 
to ensure a high standard of workmanship ‘and it is more likeiy 
to achieve 100 per cent membership of a given craft or industry. 
If a union, as do most of the small unions, insists on a recognised 
standard of skill, the employer himself stands to benefit from 
100 per cent unionism, because he can rely on getting workmen 
who must have reached the standard required by his union. 
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I agree that in unions whose members are either unskilled or 
only semi-skilled and where employers are strongly organised, 
there is something to be gained from a large union. There are, 
however, very serious disadvantages in belonging to such a union 
—such as the Transport and General Workers—which caters, for 
instance, for taxi-drivers and midwives. Unofficial strikes show 
that these big unions can lose touch with the rank and file. 
Amalgamation and absorption may sometimes be desirable, but 
they can easily constitute a very real danger, not only to the 
unions themselves, but to the country generally. 

I submit that means must be found to decentralise the largest 
unions and bring branch members into closer contact with union 
officials, as well as to support and encourage the small craft 
unions which, in certain industries, perform a valuable function. 

Trade unionism in modern society needs a fresh examination. 
Unfortunately the great unions do not realise how important this 
is. Reorganisation, to be effective, must come from within. It 
would be a national misfortune and a disaster to the movement 
if reform had to be imposed from without. Yet there is little 
evidence that the unions are tackling the problem.—Yours 
faithfully, 

G. Brian Gray, Chairman, 
Association of Liberal Trade Unionists 


10 Lee Lane, Horsforth, Nr. Leeds 


Planning in Bulgaria 


Sir,—I have read with interest the critical remarks made in 
The Economist of January ist about the new Five-Year Plan 
announced at the recent Congress of the Communist Party in 
Bulgaria. 

It is said there that the Two-Year Plan (1947-1948) has “ seemed 
already fantastically ambitious.” Maybe it 1s true that this Plan 
when it was proclaimed may have seemed “fantastically 
ambitious ” to observers abroad, for such a plan has never been 
heard of in the history of Bulgaria. But the question is not one 
of how the Plan appeared at the beginning, but how it appears 
now at the end of the two-year period. Thanks to the successful 
efforts of both Government and people and to the system of 
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planned economy introduced in Bulgaria, the main task of the 
Two-Year Plan, namely, that of reaching and surpassing the level 
of production of 1939, has been achieved, and this despite the 
great difficulties and shortcomings. In heavy industry, for 
instance, the increase of production during 1948 compared with 
1939 is 123 per cent, and likewise the increase of production in 
light industry is §5 per cent, making an overall inerease of 75 per 
cent for the whole of industry. In agriculture the total output 
of crops in 1948 is equal to 99 per cent and the raising of live. 
stock is equal to 91 per cent compared with that of 1939, which 
means that the prewar level has been almost reached. The pro. 
duction of building materials has increased by §3 per cent, 
Transport of goods has increased by 66 per cent, motor transport 
by 39 per cent. If some items in the 1947-1948 production 
programme have not been achieved (mainly due to the droughts 
of the three previous years and consequent limitations in the 
output of the food industry), the figures given above make it 
quite clear that this Plan has by no means been “ fantastically 
ambitious ” because its main tasks have been fulfilled. 


It is stated further that the plans for agriculture are “ even 
more striking.” An increase of §7 per cent in agricultural pro 
duction is envisaged in the plan, a target which is in fact not more 
striking than the other targets. But actually there will be an 
increase of co-operative farms with a proposed agricultural output 
of 60 per cent of the whole agricultural production. And can 
such a change be produced by voluntary means? Your expert 
has already given a negative answer to this question. But I cannot 
conceal from myself, Sir, the fact that he would have been much 
better advised not to have yielded to the temptation of writing 
history in advance. His somewhat previous indignation at an 
alleged violent method of future “ collectivisation” gives rise to 
the question of whether he would support the formation of 
co-operative farms on a voluntary basis. 


With regard to the writer’s reference to George Dimitrov in 
terms of personal ambition, I would rather pass this over, for 
George Dimitrov does not need to be defended for his outstanding 
revolutionary record in the service of his people.—Yours faithfully, 

Boris TEMKOV, 
Press Attaché, Bulgarian Legation 


12 Queen’s Gate Gardens, London, S.W.7 
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AMERICAN SURVEY 





Blueprint for the Fair Deal 


(From Our US Editorial Staff) 


ESSAGES on the State of the Union vary in interest and 

even more in potential political importance. When, as 

last year, they are delivered to a hostile Congress by a President 

nearing the end of his term, who is not expected to be re-elected, 

they are no more than a wistful catalogue of desires, the letter 

of a child to Santa Claus explaining what he would like for 

Christmas. When, as with Mr Truman’s message on January 

5th, they are made by a new President, fresh from a surprising 

victory, to a Congress in which he has an adequate majority, 
they constitute a real programme for action. 

Mr Truman’s list of prospective purchases obviously pleased 
his audience. The departments and agencies, whose staffs had 
for a year been glumly preparing to hand over to, or work 
with, the Republicans, may not yet, judging by the evidence, 
have realised who won the election. There is no doubt that 
the Democrats in Congress know-——and know why they won. 
For two years they have heard separate parts of the message 
in various speeches and programmes. Perhaps because he 
knew that the Eightieth Congress would treat none of his 
proposals seriously, the President appeared hardly to take them 
seriously himself. At least, in the past, he has always produced 
them perfunctorily and not as an integrated programme. The 
belief, consequently, grew up that Mr Truman’s own ideas 
were conservative and that he neither cared for nor understood 
the radical policies he had recommended to the Republicans. 
But the State of the Union Message proved that he does. Not 
only did he repeat the same ideas, but he built them into a 
coherent programme as soon as he had a majority in Congress 
which could give them life. 

As the week went on, and the Economic Report, the Annual 
Economic Review, and the Budget went to Congress, it became 
clear that the President and his Council of Economic Advisers 
had, in the four messages, presented a comprehensive and 
consistent economic policy to bring about what Mr Truman 
himself calls the “ Fair Deal.” The constituent parts may be 
a reaffirmation of previous recommendations, but the pro- 
gramme, now assembled and rationalised, goes much further. 
Taken together, the message constitutes an historic political and 
economic document of enduring significance. Mr Roosevelt in 


his first two terms had no choice but to concentrate on economic _ 


recovery, and in his last two on winning the war. Mr Truman 
begins, from a legislative point of view, where the New Deal 
left off, but economically he has the advantage of a prosperity 
beyond the wildest dreams of the New Dealers. 

* 


The President has drawn an elaborate diagram of the 
American version of the welfare state. The Fair Deal, like the 
New Deal, is designed to improve the standard of living sub- 
stantially, particularly among the low-income groups, and to 
extend social justice. But it is broader than the New Deal 
because it also covers the continuation of a vigorous foreign 
policy of aid to America’s friends and the provision of powerful 
military defence. The attainment of these objectives requires 
more resources than are being devoted to them at present. 
The hope is to secure these additional resources from an 
expansion of production. In part this expansion will be under- 
taken by the government, in part by private industry. But 
business will be expected to do its share of the job at a lower 
profit rate than it received in 1948, and if it fails to expand 
its production as fast as the government wishes, the state will 
invade what has hitherto been regarded as the sphere of private 
enterprise. 


_ The aim is to give all Americans a Fair Deal without further 
significant inflation or deflation. In the State of the Union 
speech, a political document, the anti-inflationary passages were 
so labelled because they have popular appeal in that form. The 
recommendations for fighting deflation were called “ oppor- 
tunities to help raise the standard of living of our citizens.” 
But in the Economic Report, and still more in the Annual 
Economic Review, they are recognised as something more. “ In 
times like the present,” the Report said, “ when the economic 
situation has mixed elements, the government needs both anti- 
inflationary and anti-defiationary weapons so that it will be ready 
for either contingency.” And referring to “ policies needed to 
develop our resources and to prevent depression in the long 
run,” it admits that “ the fight against inflation prevents us from 
undertaking these long-range programmes (for housing, health, 
for education and the development of national resources) with 
the speed and on a scale which would otherwise be desirable.” 


The Employment Act of 1946 requires the President to 
present an economic programme which will provide “ maximum 
employment, production and purchasing power,” and thereby 


* leaves him uneasily watching each twig that stirs in the 


economic forest and wondering whether the breeze will dic 
away or grow into a gale. In the last two years the need to 
build wind-breaks against the inflationary storm has over- 
shadowed the requirement of the Act that a whisper of 
deflation must also bring immediate action. By passing the 
Employment Act, Congress ordered the President, whether 
it knew it or not, to ask always for powers to interfere with 
the free enterprise system. He must, as he says in the Economic 
Report, “ think and work with a reasonably long look ahead ” 
and it is impossible to look ahead without seeing danger of 
either inflation or deflation. If both can be seen—as is the case 
this year—steps to combat both must be planned. 


The Fair Deal is not to be based on a planned economy. 
Indeed a planned economy is specifically stated to be unsuited 
to America and certain to fail there if attempted. In the 
main it is not considered possible or desirable for the govern- 
ment to go beyond the use of its influence—but there are very 
many and diverse types of “influence” at the President’s 
command. In most cases the type of influence and how it is 
to be exercised is clear. The outstanding exception concerns 
the growing bigness of business, which the Fair Dealers dislike 
almost to abhorrence, but as yet do not know how to combat. 


The effects of the Fair Deal policy in the short term are 
unlikely to be very pronounced. The translation of policy 
into legislation will require the enactment of a large number 
of complicated laws by Congress. In many cases the authority 
granted is likely to be merely permissive and may not be used 
for some time, if ever ; in others, Congressional approval will 
have to be followed by a lengthy period of preparation. Even 
for the fiscal year ending in June, 1950, the increase in govern- 
ment expenditure is all accounted for by the needs of defence. 
But if the policies proposed in the President’s Message are 
pursued persistently for four years, the effects on the American 
economy are likely to be considerable. Evaluation of the whole 
programme will take time. At present all that can be said 
is that it represents courageous and imaginative planning, 
dubious in some respects, but deserving every consideration by 
all shades of opinion.. The Truman programme ts certainly an 
accurate picture of the road the majority of Americans want to, 
travel and are determined to try. +s a 
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The Budget Background 


IF any people are in a position to embark on the creation of a 
welfare state, it is the American people. The Economic Reports 
submitted by the President, and by the Council of Economic 
Advisers, provide ample justification for Mr Truman’s declara- 
tion that 1948 was yet another year of “ bountiful prosperity,” 
and for the recommendation that taxation should be increased 
to a point sufficient to “ permit a sizeable reduction in the 
national debt.” 

What is by no means so clear is the extent of the possible 
Budget surplus in 1949-50, even when full allowance has been 
made for the proposals to increase tax revenues—mainly from 
company profits—at the rate of $4 billion over a full year. 
The following table shows the Budget estimates, as prepared 
by Mr Truman’s advisers, and before making allowance for any 
net yields from this new taxation. 


Bupcet RECEIPTS AND EXPENDITURES 
Fiscal years to June 30th 


























1948 1949 1950 
Budget receipts (In milion dollars) 
Taxes on individuals ...... 21,896 19,327 19.788 
Taxes on companies ...... 10,174 11,709 12,252 
Employment taxes ......... 2,396 2,610 5.284 
Customs and Excise ...... 7,823 8,122 8,307 
Miscellaneous receipts ... 3,809 2,276 1,831 
SPEND Dp Sdvcccurdauscdincnscuty 46,098 44.044 47.462 
Less: 
Transfers to trust funds... 1,616 1,754 4,380 
Treasury refunds ......... 2,272 2,709 2,097 
Net Budget receipts ...... . 42,211 39,580 40.985 

Budget expenditures 

National Defence ......... 10,923 11,745 14,267 
Veterans’ Benefits ......... 6,567 6,799 5.495 
International Affairs ...... 4,782 7,218 6.709 
Housing, welfare, etc. ... 2,010 2,397 3,160 
Debt interest ............... 5,188 5,325 5,450 
BEE AER 5 0 edie on 5468) 0 4,708 6,696 6.776 
Net Budget expenditures 33,791* 40,180 41,857 
Surplus or deficit (—) ... 8.419 — 600 — 873 


* Adjusted figure. 


There are no shocks involved in this Budget Message, so 
far at least as expenditure is concerned. Formal appropria- 
tions for national defence will naturally be higher than the 
figures given for actual expenditure over 1949-50, but Mr 
Truman has so far retained his strong grip over the Service 
Departments, and $14.2 billion is well within the limit 
described by Dr Edwin Nourse, chairman of the Council of 
Economic Advisers, as compatible with freedom from very 
strict regimentation of the economy. 

Budget requests for international affairs, though still de- 
cidedly heavy, are about $500 million lower on the year, and 
are more or less in accordance with the estimates submitted from 
Europe. (Incidentally, the recommendations include a total 
of $4.5 billion for European aid over 1949-50, and for a 
supplementary allocation of $1.2 billion to cover the scheduled 
programme over the fiscal year to June 30th next.) Nor is 
there any tremendous expansion of commitments for education, 
social welfare and housing projects. Altogether, the net 
amounts included under these headings, at less than $3.2 
billion, are no more than $800 million above the estimate 
for the current year, a rather surprisingly modest total in the 
light of the stress placed upon welfare legislation in the 
Presidential Message. 

A closer survey of the background, however, brings some 
substantial reservations upon the prospect for a Budget surplus. 
‘Without any increase in taxes, the Budget deficit for 1949-50 
would be almost $900 million. But there will be a consider- 
able time-lag before new company taxation becomes fully 
effective. The President himself declared that tax receipts from 


this new source in 1949-50 would be “considerably less” 
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than $4 billion, and on the assumpton that only one-half q 
this new revenue is then obtainable, the nominal surplus woul 
be not very much above $1 billion. 

Expenditures, however, will not stay at their present level, 
Apart altogether from strong pressure for higher military com. 
mitments which some Congressmen are quite certain to exert, 
Mr Truman noted that the steps to be taken for the “ secugj 
of the North Atlantic area” must be supplemented by fund 
for military supplies. “It is not possible now,” he added, 
“to predict accurately what will be needed, and I have, there. 
fore, included no allowance in the Budget.” Further assistange 
to some other areas is expected to increase these costs stil] 
more, and there is a present assumption that military aid fog 
western Europe may take as much as $1 billion—a figure which, 
incidentally, would still bring total defence spending to little 
more than the limit (of $15 billion) set by Dr Nourse 
Moreover, the social security, welfare and housing programmes 
are essentially long-term projects, the cost of which is bound 
to grow continuously for some time, with the present Adminig. 
tration. “ Within the framework of the present Budget,” gg 
Mr Truman noted, “ are current proposals to make substantial 
additions to employment taxes,” the financial impact of which, 
as he pointed out, is mainly on the trust accounts and wher 
direct Budgetary receipts bring a correspondingly substantial 
transfer to the agencies concerned. 

Without additional benefits, however, these transfers could 
exert a considerable deflationary pressure upon the economy, 
But benefit payments are rising, and the fiscal year 1950 will 
bring an exceptionally large bonus payment to ex-service men 
in the shape of a “dividend of about $2 billion from the 
national service life insurance fund.” The effect of this pay- 
ment, and the strictly cash position of the Federal government, 
when account is taken of all trust account and agency operations, 


_is shown in the table below: — 


Fiscal years to June 30th 
1948 1949 1950 


Trust Fund operations: (In million dollars) 




















I ages n ae itlettinalaet 6,515 5. . 
werpemmaremes’* occ. ...65.c008 3,749 3,247 6,782 
Net accumulation ........< 2,765 2,709 2,017. 
Cash receipts of government 

(from all transactions) 45,372 42,923 47,185 
Total payments ............ 36,524 40,133 45.710 
Excess of receipts ......... 8.488 2,790 1,475 


Some allowance needs to be made for new taxation, and 
for the fact that the Budget revenue estimates are undoubtedly 
conservative on the assumption that prosperity continues with 
national income at unparalleled levels. But Mr Truman is 
understandably bitter with the Eightieth Congress for reducing 
taxes without a shadow of excuse and has noted that a prospec- 
tive budget surplus of nearly $5 billion has been changed into 
a deficit of $600 million. Taxation is always at the mercy of 
political interests in an election year and the Republicans 
believed, wrongly as it happened, that their improvidence would 
win them the election. Had taxes never been reduced an 
increase such as Mr Truman has suggested would still have been 
politically possible and would have produced the “ sizeable 
reduction in the national debt” that he wants. Mr Harold 
Knutson, the ex-chairman of the House Ways and Means Com- 
mittee, was not re-elected to Congress, but his ghost still walks 
in Washington. 


*““AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘From Our US Editorial 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio”’ 
are from outside contributors, Everything printed 
without attribution is prepared in London. 
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American Notes 


Mr Marshall’s Successor 


Sorrow that the country must lose such an outstanding public 
servant as Mr Marshall at this moment in world history is some- 
what allayed by the high qualifications of the man who is to 
succeed him at the Department of State on January 20th. Mr 
Dean Acheson not only shares Mr Truman’s conviction that the 
strength of the United States “must continue to be used un- 
selfishly in the struggle for world peace and the betterment of 
mankind,” but, unlike most incoming Secretaries of State, he has 
a long experience of the work of the Department. He has been 
intimately connected with the historic developments, particularly 
the economic ones, in American foreign policy during the last 
eight years and this, coupled with his comparative youth, promises 
a welcome continuity in the conduct of that policy as well as in 
its principles. Mr Acheson is also well fitted to supervise the 
reorganisation of the Department, made necessary by the rapid 
expansion in its work which these developments have involved. 
His new Under-Secretary, Mr James Webb, is even better fitted, 
since, as Director of the Budget, he has been concerned with the 
organisation of the whole governmental machine, 

Mr Webb is said to have a sympathetic understanding of foreign 
problems, but his administrative work will not allow him much 
time to deputise for his superior. This may make ir difficult 
for Mr Acheson to travel as widely as his immediate predecessors 
have done. His reputation is as yet hardly comparable to that 
of Mr Marshall, either at home or abroad, and he comes to office 
at a time when President Truman is likely to wish to apply his 
new self-confidence to international affairs. All of this means that 
the new Secretary of State may be expected to devote himself 
more closely to his traditional role of chief Presidential adviser 
than has been the custom of late. 

The changes in the State Department, following recent rumours 
that Mr Truman wished to open negotiations with the Soviet, 
have been taken in some quarters as a sign of a coming relaxation 
in the policy of firmness towards Russia. Mr Truman has 
indignantly denied this suggestion, although the rumours were 
largely inspired by his own “ off-the-cuff ” remarks, but more may 
be heard of it when the confirmation of Mr Acheson’s appoint- 
ment is discussed in the Senate. His enthusiasm for aid to Russia 
during the war years has been made especially suspect by his 
personal links with officials now involved in the spy investigations, 
and Congress is asking for assurances that he will be vigorous 
not only in resisting Soviet attempts at expansion, but in clearing 
“Leftists” out of the State Department. 

Mr Acheson should have no difficulty in providing such assur- 
ances. In the past he has shown himself exceptionally able to 
win the confidence of Congress. His sincerity, his patience and 
his clarity have always overcome the handicap of his intellectual 
background, his personal charm and his English tailor. Even his 
liberalism will be acceptable to the majority of present Senators 
and they have been reminded that he was also the first govern- 
ment official to denounce Soviet tactics openly and, many thought 
at the time, tactlessly. That denunciation has been repeated 
unwaveringly in public and private ever since and there is little 
doubt that he will be confirmed as Secretary of State. 


»” * «6 
Rebuff to the Bipartisans 


There was a marked lack of warmth in Senator Vandenberg’s 
welcome for Mr Acheson’s appointment, perhaps because the 
nomination of a political successor to Mr Marshall, who is above 
party, added to the bitterness of the Democratic victory. The 
hard facts of that victory had just been brought home to the 
Senator by the reduction in the number of Republican seats on 
the Senate Foreign Relations Committee from seven to five, the 
lowest permissible number, while the Democrats now have eight 
instead of six. This change in party ratios is justified by the 
size of the Democratic majority and, in the case of other com- 
mittees, by the danger that an alliance of conservative Democrats 
with Republicans might defeat the President’s programme. But 
from past experience that danger is negligible on the Foreign 
Relations Committee and the Democrats in the Senate might have 
been wiser to abandon their technically correct position for a 
generous gesture to their defeated rivals, as the Democrats on 
the House Foreign Affairs Committee, slightly ostentatiously, have 
done. In spite of the wishful thinkers who declare that bipartisan- 
ship has been killed by this “gratuitous” insult, it is doubtful 
whether it has been more than shaken. But the Democrats, by 
suggesting that they doubt the reliability of their opponents’ 
support for the bipartisan policy, have given the Republicans an 
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These days, some people don’t think 
that tradition counts for much. But 
I know better. Pioneering my own 
business twenty years ago taught me 
that tradition is a priceless ingredient 
that you have to earn. It’s not some- 
thing you can buy on the open market. The way I look 
at it, every tradition has a pioneer for a father and its 
mother is experience. 

Take the example of B.O.A.C, .. . Its more than 72,000 
miles of world-wide air routes to five continents and forty- 
two countries didn’t just happen. There was always a 
first time for every route. Because B.O.A.C. has the 
imagination and the determination to be and stay a 
leader, it always looks and plans ahead. 

That’s why it’s not surprising that B.O.A.C. pioneered the 
air route between Britain and Australia over ten years 
ago. Or that it was the first and for two years the only 
airline to fly the present North Atlantic route as a two-way, 
year-around service. Nor is it surprising é- 

that B.O.A.C.’s 30-year-old tradition AX 7 \{~ 
of Speedbird service and experience is Sa 
reflected by all its personnel. 

Yes, I say — never underestimate the im- 
portance of tradition ! 
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excuse for suspecting the sincerity of the Democratic protesta- 
tions of faith in this policy. . 

More serious may be the danger that Senator Vandenberg's 
influence and prestige have been undermined amongst those whose 
allegiance to him has always been lukewarm and who have fol- 
lowed him reluctantly, as a matter of expediency rather than 
conviction, The need to obtain the Senator’s agreement to every 
step they took abroad has sometimes hampered the Democrats in 
the past, but they cannot yet dispense with that agreement even 
if they would. Their 54 votes in the Senate are ten short of the 
two-thirds majority which is needed for approval of a treaty 
and some at least of the international legislation which the 
Administration is now contemplating must be presented in this 
form, The North Atlantic Defence Pact will almost certainly 
be the first test ; progress on it is officially said to be steady and 
gratifying, even though it is not so near completion as was recently 
rumoured. Senator Vandenberg is too big a man to repudiate 
through resentment a measure with which he is so closely asso- 
ciated, but the Democratic surrender to partisanship will not 
make it easier for him to rally the necessary Republican support 
for this revolutionary step in American foreign policy. 

. * ~ 


Big Stick for Steel 


Mr Truman’s “modest proposal” that the government 
should, if necessary, be allowed to build its own steel plants to 
relieve the present shortage and maintain high employment has 
brought the inevitable rumblings of nationalisation and socialism 
from the New York Times and the industry, though the Washing- 
ton Post’s view that this represents merely a “goad to private 
industry ” may be nearer the truth. During the war the govern- 
ment bore about half the cost of expanding the iron and stccl 
industry, as well as building aircraft and synthetic oil plants, and 
the economists of the Congress of Industrial Organisations have 
never ceased to remind the industry of its short-sighted refusal 
to expand in 1940. But what is fair in war is near sacrilege in 
peacetime, and the government’s war-built plants have been 
turned over to private enterprise even at heavy losses. Mr 
Truman’s willingness to consider putting the government back 
into business is taken as the payment of his debt to labour and 
small business, which has been bitter about its inability to secure 
steel and charges that the voluntary allocations programme is 
riddled with favouritism. The CIO has long held the view that 
the steel industry, by refusing to expand fast enough, is likely 
to strangle prosperity, and is “ selling America short.” 

Mr Truman’s proposal was for an investigation to determine 
whether there is enough steel plant, whether there is a need for 
government loans to encourage the industry to expand, and 
whether, if private steel companies prove unresponsive, the 
government should be given authority to construct new plants. 
The industry which Mr Truman singled out from others as 
needing to be prodded or encouraged has now the greatest 
capacity in its history (96 million tons) and in 1948 turned out 
more than half the world’s steel, a total of 88.5 million tons, only 
a few days’ production short of its top wartime output in 1944. 
In its defence, the steel industry (like steel elsewhere) has argued 
that it has its own expansion programme (though steel furnace 
capacity has risen only 3} per cent since the war), that construc- 
tion costs today are too high, and that the building of capacity 
to meet what it considers present abnormal demands would mean 
a higher price for steel in the long run. Also, a larger building 
programme than that already under way would cut heavily into 
supplies today. Overshadowing all these lies the memory of 
a time when the steel industry operated at only a third of 
capacity. One Bill already introduced into Congress to implement 
the President’s proposal would create a commission to report 
back in 1950—the basis, no doubt, for one industrialist’s view 
that the Lord will provide, for by that time the industry expects 
that with lower demand and greater supplies, the issue will have 
lost its urgency. But with another Bill stressing the need in 
the steel industry for a government plant to check private costs, 
as the TVA provides a yardstick to measure electricity costs, 
and a third proposing Federal loans to agencies and states for 
the building of plants to maintain employment, the industry may 
be mistaken in believing that a drop in demand will necessarily 
relieve the political pressure. 


* * * 


Labour’s Piece of Cake 


_ The confident hand which labour has been holding out for 
its share of victory cake has been twice rapped over the knuckles 
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in the last two weeks, once by Congress, once by the § 
Court. Congress is trying to make labour eat the bread 
butter of new legislation before it tastes the cake of Taft- 
repeal. Labour leaders accept the need for such legisla 
in theory at least, although there may be some difference of 
opinion when it comes to deciding exactly how jurisdiction) 
strikes and secondary boycotts are to be banned, how the yy 
of economic force to decide disputes, arising out of the interpge. 
tation of existing contracts, is to be restrained and how means ¢ 
settling strikes in vital industries are to be provided. These ap 
the three points which the President insists must be covered ip 
the new labour law, but others will be proposed in, and probably 
approved by, Congress. 

Meanwhile, however, the argument turns on whether Congres 
will repeal the Taft-Hartley Act, reinstate the Wagner Act, an 
then proceed to consider amendments to the latter, or whether jt 
will include these amendments in.the actual repeal measute~ 
the “single package” method. Senator Elbert Thomas of th 
Senate Labour Committee is preparing, without enthusiasm, tp 
use the first approach, while Mr Lesinski of the House Committee 
is determined on the second. Mr Truman’s statement on th 
subject could be, and has been, interpreted as his listeners pre. 
ferred, but the Administration is understood to favour a singk 
package. Labour opposes this on the grounds that it would be 
forced to bargain with the Taft-Hartley Act still hanging over 
its head. Both the American Federation of Labour and th 
Congress of Industrial Organisations insist on immediate repeal, 
partly to avoid a long wait for the sweets of victory, partly t 
force members of Congress to record their votes clearly on this 
issue. Such a record will be invaluable when the tme fer 
electioneering comes round again. 

For this reason, and because they have read the writing on 
the election returns, there are probably many Congressmen who 
have repented of their original vote for the Taft-Hartley Act. 
But there are still sufficient supporters to make it possible that 
straight repeal, undisguised by amendments, might be defeated. 
Then, too, once it has its cake, labour may not be willing to ea 
its bread and butter. The ensuing struggle might even make it 
forget that thanks were due for the cake. 


The Supreme Court, however, has said that even when labour 


has the cake on its plate, it will not be allowed to eat it all 
Demonstrating its independence of election returns, and with the 
concurrence of the judges usually regarded as liberals, the Court 
has approved laws which ban the closed shop in three states. 
There are similar laws in 13 other states and the decision 
apparently permits any state to legislate against the closed shop 
after the repeal of the Federal ban on it, which is one of th 
most unpopular features of the Taft-Hartley Act. The new 
Federal law may be drafted in such a way as to prevent stale 
action of this kind, but then the complication of a States’ Rights 
dispute will be introduced into the labour controversy. 


Shorter Notes 


President Truman’s Budget Message gives the first official 
recognition that ratification of the international wheat agreement 
will entail subsidy payments by the US government. If the pact 
is successfully re-negotiated, Mr Truman will ask for a 
$56 million appropriation to “cover the probable loss to the 
Commodity Credit Corporation in bridging the gap between the 
price of wheat for the farmer under the support programme, and 
the price at which wheat is available to foreign buyers.” The 
agreement of 1948, which Congress did not ratify, called for # 
maximum exporting price of $2 a bushel, equivalent to about 
$1.88 at Kansas City, against a support price of $2.24. Wheat 
futures have moved well above support levels in recent weeks. 

* 


The Association of Comic Magazine Publishers, whos 


thirteen members print 15 million comic books and represemt | 


nearly 40 per cent of the industry, has announced the appoint 
ment of an advisory committee of distinguished educators 
take positive steps towards improving their product. Already 
a number of cities have attempted to ban the more objecti 


of these magazines and a group of parents in Westchester, New 


York, have taken the matter into their own hands and have 
organised the Once-upon-a-Time Press to provide their children 
with more suitable reading. 


* 


In 1948 the population of the United States reached 148 million, 


an increase in one year of 3,000,000 and more than 3,000,000 
families shared their home with other families. ' 
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Guaranty Trust Company 
of New York 


Condensed Statement of Condition, December 31, 1948 
LIABILITIES 


RESOURCES 

Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers 

U.S. Government Obligations 

Loans and Bills Purchased 

Public Securities 

Stock of Federal Reserve 
Bank 9,000,000.00 

Other Securities and Obliga- 
tions 

Credits Granted on Accept- 
ances 

Accrued Interest and Ac- 
counts Receivable 

Real Estate Bonds and Mort- 


10,546,096,20 
11,490,995.89 
8,607,897.67 
1,7 176, en 38 


Batik’ Perris 0. as eo. TAR rite. cana cce 
Other Real Estate 


"ROGAT TRBBORIIOOR «oo socc cients cone ccondstocese We 


$662,439,640.64 
959,610,637.89 
1,034,440,980.54 


123,412,314.82 
4,756,591.78 
16,929.41 


Surplus Fund ....... od sesse’ 


Undivided Profits 


$100,000,000.00 
200,000,000.00 
66,890,333,26 


Total Capital Funds sah 


Deposits 
Treasurer’s 
standing 


Checks Out- 


Total Deposits 
Acceptances 
Less: Own Acceptances 
Held for Investment... 


Dividend Payable January 3 
1949 

Items in Transit with For- 
eign Branches 

Accounts Payable, Reserve 
for Expenses, Taxes, etc. 


7,967,044.21 


~~ $11,918,066.65 

3,000,000.00 
120,297.7 

72,511,648.68 


$366,890,333.26 


2,330,236,748.73 


87,550,013.09 


2,784,677,095.08 


Total Lin bilitiogsccs. iiss. cass caase~saitinn $2,784,677 ,095.08 


Securities carried at $102,231,549.56 in the above Statement are pledged to qualify for 
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THE WORLD OVERSEAS 





France on the Atomic Trail 


(By a Correspondent) 


HE possession by the French Government of an operaiing 

chain-reacting nuclear pile marks a significant change in the 
status of atomic energy as a factor in current political affairs. 
Until December 15, 1948, the only nuclear piles known to be in 
operation were in the United States, Great Britain and Canada. 
Of these, three were in British countries and another dozen or so 
in the United States. Some of them are being used for the pro- 
Guction of plutonium, others for research on atomic weapons, and 
still others on problems connected with the peacetime applications 
of atomic energy. In spite of their differing purposes, all the 
Anglo-Saxon piles have one element in common: they are 


operated by governments that have set strict limits on the publica- 


tion of information connected with pile construction or information 
Gerived from pile operation. Staff are chosen with special atten- 
tion to their political reliability. A form of censorship is carried 
on by each of the three governments involved, and they consult 
from time to time so that a common policy may be maintained. 
Such a consultation was held only a few months ago at Harwell. 

The French pile is the first to fall outside this three-power 
association. The French Government has established no formal 
censorship over atomic energy research as such. It has never 
established political requirements for scientists working on applied 
nuclear physics. There are limitations on the publication of 
results. It is a party to no formal agreement that would oblige it 
to consult with other nations concerning its activities in atomic 
energy. 

The restrictions imposed by the Anglo-Saxon nations, in what- 
ever words they are phrased, are devised to withhold aid from 
Communist countries in their attempts to match the American 
atom bomb. It is in this light that the new French pile is seen 
as an awkward contribution to progress. The French High 
Commissioner of atomic energy, Dr Frederic Joliot-Curie, is a 
Communist, proudly and actively. His organisation is liberally 
sprinkled with Communists. The Paris Communist and fellow- 
travelling press has, in fact, more or less adopted the pile as the 
party’s own achievement ; and the staff at the Fort du Chatillon, 
where the pile was built, has not been unco-operative in its 
associations with the party press. 

It is because of all this that the French pile takes on a political 
significance that far outruns its scientific importance. In other 
circumstances the French would be congratulated for a technical 
accomplishment, and the matter would then be permitted to lie 
quiet. Instead, certain questions have suddenly become relevant. 
How much can the French pile contribute to the processes that 
lead to the completion of a bomb ? How aikely is it that informa- 
tion will cross French boundaries, either legally or illegally ? One 
further question comes also to mind: What does the French 
accomplishment indicate about the probable progress being made, 
in secret, by Russia? There is some information about each 
of these questions. 


Research for War or Peace ? 


The answer to the first lies in simple technical realities. A 
low energy chain-reacting pile, such as the one at Chatillon, makes 
no significant amount of plutonium and is therefore not a produc- 
tion process like the American piles at Hanford, Washington: It 
serves, in fact, only two primary purposes: to familiarisé its 
designers and operators, under working conditions, with 
the practical engineering problems of byilding and maintaining a 
chain-reacting pile, and—more important—to supply a. plentiful 
and energetic stream of neutrons, unavailable from any other 
known source. Without such neutrons the scientific experiments 
that are essential for further work in the field of atomic energy 
would be impossible. It is these further experiments that are 
the crux of the matter. 

The French have announced that their efforts will be devoted 
exclusively to research in peaceful applications of atomic energy. 
Taking the statement at its face value, one must also realise that, 
however limited the purposes of a research programme may be, its 
accomplishments do not fall quite so readily into the proper cate- 


gories. An analogy from a neighbouring science may help j 
make the point clear: a medical research scientist may well set out, 
on a purely humanitarian basis, to find a cure for malaria. Hs 
programme will lead him to isolate the causative organism, culture 
it, attempt to alter its virulence, search for competitive organisms, 
learn how it is spread. And each item of information that he 
accumulates will be of immense value to a colleague whose motive 
is not the cure of malaria but the use of malaria as a weapon in 
time of war. 

The two projects, it is true, have different ends. There will 
be many occasions when the decision to pursue an avenue of 
research will be determined by the end to be sought, and thus 
from time to time the two programmes will branch off in different 
directions ; but they are essentially parallel and complementary, 

So much can be said after taking the French at their word 
If, on the other hand, they wish to carry out direct military 
research, they can do so. The field is so thoroughly the province 
of the specialist that the scientists themselves are the only judges 
of their own activities. Statesmen must therefore accept the 
scientist’s decision and assurances. 


Discovery of Nuclear Secrets 


Once the pile begins working at its capacity, the French will 
be able to accumulate facts and figures that are now cloaked in 
the most severe secrecy. The Anglo-Saxon nations, for example, 
have never announced the exact number of neutrons created in 
the average fission of uranium 235 or plutonium, nor the energy 
distribution of these neutrons, nor their distribution in time. Such 
knowledge is of major importance in the design of a high ener 
pile, and of fundamental importance in the design of a bo 
While the Anglo-Saxons had a monopoly of high neutron fluxes=> 
which is simply another way of saying a monopoly on chain 
reacting piles—they could keep these figures secret merely by 
refusing to publish them. Now that the French have discovered 
the neutron flux, the secret is theirs for a few weeks’ work. 

Thus it may be seen that the French have come into no trivial 
possession. How they will choose to use it remains problematical. 
The indications they have so far given are still too vague. As an 
expression of general principle, they have said both in Paris and 
at the United Nations that they will maintain a doctrine of free 
publication. But this has been qualified, and widely qualified, 
in recent statements by Dr Joliot-Curie, who said that information 
which might be of industrial value to France will be jealously 
guarded. Any information that might be of direct value in arma 
ments would be withheld until the dangers of an atomic waft 
are laid by United Nations action, or some other form of intef- 
national agreement. 

This is necessarily an entirely satisfactory statement of policy, 
so far as the Anglo-Saxon nations are concerned ; but a mofe 
delicate inquiry would seek to determine how Dr Joliot-Curit, 
as a member of the Communist party, is likely to curry out the 
programme he and his government have set. (It bears repeating 
that the ‘govetnment must take Dr Joliot-Curie’s own word for 
most of his actions, just as a patient must ordinarily take the 
doctor’s word in matters where he alone has any pretence 1 
competence.) 


No Pile without Communist Scientists 


It is a question, in short, of making a judgment of Dr Joliot- 
Curie’s trustworthiness, and such a judgment is an unwarranted 
boldness at best. It can only be said that most of those who 
know him have considerable respect for his acuity, his wisdom 
and above all his love of France. It was the last of these that 
led him, during the Occupation, into the Communist Party. There 
has never been any real indication that his love for his native 
country runs second to his affection for Russia. It is most 
unlikely that his actions will be determined by an_ hysteria 
Russophilia. : 

As much cannot be said with any assurance about some of his 
associates ; and yet there is a rea) dilemma here. ‘To suggest, a8 
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some have done, that the French owe it to their share in western 
defence to rid their atomic energy project of Communists, is to 
propose that they should abandon this work altogether. It is 
dubious whether the French could continue without Dr Joliot- 
Curie: it is certain that they could not continue without the 
group that would go with him. France is not likely to take 
such a step On its Own, nor to permit such a step to be forced 
upon it, and it is hardly realistic to suggest it. 

The solution to the dilemma, if there is a solution, must be 
sought along other lines. As things stand today, France has been 
told to bear the responsibilities of the British, Canadians and 
Americans without enjoying the real benefits of the association. 
The offer of a quid pro quo might well encourage the French 
to set up their Own programme of control and to enforce it. To 
those with excessively tender nervous systems, it might be well 
to point out that the atom bomb itself, as an end product or as 
a goal, is not included in the Anglo-Saxon association and 
exchange of information, but remains an American secret and an 
American responsibility. 


Mystery of Russian Progress 


And while all this is being considered, the mystery of Russian 
progress recurs. Much has been made of the fact that the French, 
with limited means, have managed to reach the first stage of 
large-scale atomic energy development in approximately the same 
time that it took the Anglo-Saxon nations. The presumption is 
that the Russians, with a much larger expenditure of effort and 
funds, have done at least as much and perhaps more. 

There can be no certain answer to such a question, but con- 
clusions derived from the French success must be made with 
great care. The French began their work with a good many 
advantages that the Russians did not enjoy. To begin with, 
they had Dr Joliot-Curie. Whatever opinion may be held about 
his politics, he is beyond a doubt one of the world’s great experi- 
mental physicists. If he has a superior in his special field, it 
is Enrico Fermi, the Italian now at the University of Chicago. 
Most physicists would agree that no one can match either of 
these two. And in a way, the Frenchman is the better man for 
the work he is doing, for he possesses also the ability to form a 
group of devoted colleagues and to drive them through a scheduled 
programme. 

In addition, the French project enjoyed the services of Dr Lew 
Kowarski, Dr Bertrand Goldschmidt and Dr Jules Gueron. These 
three scientists worked with the Canadians at Chalk River. Dr 
Kowarski directed the construction of the first Canadian pile, 
and played a role in the design of the British piles. Dr Gold- 
schmidt and Dr Gueron both did high level chemical work for 
the Canadians. These men brought to the French project not 
only the knowledge they accumulated while they were within 
the Anglo-Saxon combination, but also the peculiar methods of 
group physics—“ operational research ”—which may prove to be 
Bniain’s greatest contribution to the techniques of the modern 
world, These methods, difficult enough to impose on any 
scientist, are far from characteristic of the French. 


Triumph of Team Work 


It is also easy to forget that che French were not a whit 
behind the British and Americans in early research on nuclear 
physics. Their pile is built with materials that had been collected 
for the purpose when the Germans overran the country. The 
chain reaction was discovered in France, although the margin 
over other countries was only a week or so. And just as it was 
British scierftists who convinced American officials that a bomb 
was feasible, it was French scientists, working through the 
British, who convinced America that a pile was feasible. 

Finally, it is a mistake to compare France’s £2,500,000 expendi- 
ture with America’s £500 million. The latter figure bought a 
good deal more than a low energy pile—it bought three cities, 
a dozen factories and a bomb production-line. It might well be 
that France has spent approximately as much for its Chatillon 
pile as America spent for its Chicago pile. There is no indica- 
tion that the job was better done, or more handily done, or done 
in a manner that suggests the discovery of a short cut. Rather, 
the French matched the American achievement by combining 
the efforts of a great physicist, and the traditions of a first-rate 
industrial and scientific nation. 

Until time reveals more, little further can be said about the 
pile at the Fort du Chatillon. That it poses problems can not be 
denied. The nature of these problems is still vague—they are 
clear enough, however, to indicate beyond a doubt that they will 
not be easily solved. . 
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Dimitrov on Communist 


Strategy 


[BY A CORRESPONDENT] 


Georce Dimitrov’s eight-hour oration before the fifth Bulgarian 
Communist Congress (held two weeks ago in Sofia) reached 
western readers largely in extracts from its second part. There 
the Bulgarian Prime Minister dealt with the internal and foreign 
policy of his Communist government, among other things de- 
mouncing Marshal Tito as an agent of American imperialism in 
the Balkans. For western observers however, especially since 
the turn of events in China, the first part of Dimitrov’s speech— 
almost ignored by the British press—is by far more interesting, 
even sensational, in its frank revelations. 

In this first part the former head of the Comintern expounds 
authoritatively the “ theoretical and scientific foundations ” of the 
international Communist movement between the two wars ; and he 
lays down firmly the “ Marxist-Leninist principles” upon which 
the “new form of government—the people’s democracy ” is built. 
On the last day of the Congress he made a second big 
speech covering the second subject—‘people’s democracy.” 
Since 1933 Dimitrov has, of course, been Stalin’s foremost 
propagandist in the Communist movement outside Russia. And 
before speaking in Sofia, Dimitrov had spent nearly two months 
in Russia; indeed, he made a point of stating that he had 
received Stalin’s “personal advice and guidance.” Moreover, 
the form of the “ Marxist-Leninist” theory of the people’s 
democracy as an “alternative form of the dictatorship of the 
proletariat” (in addition to the Soviet form) has now been 
officially promulgated by Communist theoreticians. To quote 
Dimitrov’s own newspaper, this formulation has been presented 
“in complete and final terms,” and should “help all people’s 
democracies in solving their theoretical problems.” * 

It is significant that Dimitrov finds it necessary first to repudiate 
strongly, as “not truly Bolshevik,” almost the whole pre-Stalin 
period in the development of the European Communist move- 
ment prior to 1933. During that period, he points out, Com- 
munists in Bulgaria, the Balkans and in Europe, in their desire 
“to follow steadfastly the line of unrelenting struggle against the 
bourgeoisie as a class,” forgot the important Leninist teaching 
about “the necessity for revolutionary compromises.” They 
forgot (here Dimitrov quotes Stalin) that “in order to be 
successful a real Bolshevik party must be elastic enough in its 
policy to evade and pass around all and any underground 
obstacles in its way.” Thus Dimitrov thunders against all past 
Communist attempts at “ direct action,” or “ capturing the street,” 
or “bombastic appeals for revolutionary acts.” These, he says, 
are contrary to the “ Lenin-Stalin military strategy.” 


Tactics for Winning Allies 


The good and worthy Bolshevik weapons were taken up only 
after 1933, when the policy of “united front” coalitions was 
adopted by the Comintern and became the official line of every 
Communist party in the world. Dimitrov is all in favour of 
“winning allies” by way of such united front coalitions, and 
rightly points out that this policy was very advantageous for the 
Communists during the war. Before 1933 Communists had made 
the mistake of trying to win supporters only by way of political 
education—that is, they tried first to make Marxists of the 
peasants, the trade unionists and the intellectuals. This was all 
wrong and un-Leninist. Instead, Communists should have con- 
centrated their efforts on working out broad political programmes 
to embrace “as many non~Communist parties as possible.” 

This is the theory of the “two tactics,” formulated by Lenin 
and applied by Stalin. The working class can and should first 
help the bourgeois~democratic revolution. Only after the suc- 
cessful completion of the bourgeois-democratic revolution and 
after the working class has attained “ dominant position” should 
the party turn its guns against the allies of yesterday. Such 
Communist tactics, it is emphasised, are now all the more neces- 
sary to follow ‘because of the powerful international position of 
Soviet Russia. The “establishment of a people’s democracy,” 
explains Dimitrov not without reason, “is only possible thanks 
to the liberating mission of the Soviet Union.” 

What are the essential characteristics of the people’s democracy ? 
“It is a democracy,” Dimitrov points out, “completely different 
from and strongly antagonistic to the western democracy.” In 
fact it is “the dictatorship of the proletariat” in a “new form.” 


* Otechestven Front, official organ of the Dimitrov government, 
Sofia, December 23, 1948. 
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According to Marxist-Leninist principles, the Soviet system of 
government and the system of government in the countries with 
people’s democracy, are two forms of one power—the power of the 
working class in alliance with and in leadership of the toiling 
peasants. They are both alternative forms of the dictatorship of 
the proletariat. 

This dictatorship, according to Dimitrov, is “the purest, and 
the broadest form of real Socialist democracy,” because it is a 
dictatorship “in the interests of the greatest majority of working 
people.” The western type of democracy is, on the other hand, 
“4 capitalist dictatorship of the minority.” 

In the countries ruled by people’s democracy (and, with China, 
these might soon cover over one-quarter of the total population 
of the earth), the “ wansformation from capitalism and socialism > 
is going to be achieved “ without the establishment of a system 
of government.” The people’s democracy “ assumes the functions ” 
of Soviet power. This “ does not alter the fundamental theoretical 
laws governing the change” (from capitalism to socialism), which 
are “the same in every country—namely, socialism cannot be 
achieved without the dictatorship of the proletariat.” As a 
warning to those Communists who, like Tito, might get too 
independent in working out their own laws for the development 
of a people’s democracy, Dimitrov says: 

Just as the liberation of these countries (of people’s democracy) 
from the chains of imperialism and capitalist exploitation became 
possible only thanks to the help of the Soviet Union, so the future 
development of the people’s democracies presupposes an ¢evef~- 
increasing co-operation with the Soviet Union. Any tendency 
towards weakening this co-operation is directed against the very 
existence of the people’s democracy. 


Class War to be Intensified 


The next important feature of a people’s democracy is the 
“ constant strengthening of the leading position of the Communist 
Party in all fields of political, economic and cultural life and in 
all activities of the state.” The state becomes “ the instrument of 
the working class and its Communist Party in the fight for the 
elimination and the liquidation of its class enemies.” Although 
the “power of the capitalists and the exploiters has been 
destroyed,” still the economic foundations of capitalism have not 
yet been “completely eliminated.” This means that “the class 
war against all internal and external enemies should not be 
weakened but, on the contrary, should be intensified.” And the 
successful prosecution of this war is, of course, possible “ only 
under the mighty protection of the Soviet Union.” 


The central theme of Dimitrov’s long theoretical argument 
was the raising of the Soviet Communist Party to the height of an 
omniscient and all-powerful international authority, directing and 
controlling all Communist states and all Communist parties in the 
world. On that point Dimitrov’s view is crystal clear: “ All 
Communists should realise the importance of the full co-ordina- 
tion of the activities of all Communist parties in the world under 
the leadership of the Soviet Communist Party. All Communist 
parties have one common policy and acknowledge the great Soviet 
Coramunist Party as the leading and guiding party of the 
international labour movement.” Or, as Dimitrov has put it 
better still in a leading article of December 18th last year : 


It should not be forgotten that—in spite of the fact that the 
Communist International does not exist—al] Communist parties 
in the world form one single Communist front, under the direction 
of the most powerful and most experienced Communist party, 
the party of Lenin and Stalin; that all Communist parties have 
one common scientific theory as a guide to their actions—Marxist- 
Leninism ; and that all Communist parties have one leader and 
teacher recognised by all—Comrade Stalin. 


~ {All quotations from Dimitrov’s speech unless otherwise indicated are 
taken from the official organ of the Bulgarian Communist Party 
Rabotnichesko Delo in its issues of December 20 and 26, 1948.] 


South Africa and the 
Commonwealth 


[FROM OUR JOHANNESBURG CORRESPONDENT] 


SPEAKING at Graafwater in July, 1941, Dr Malan said: “We can 
take it that if Germany wins she will want to weaken the British 
Empire. On this point the German desires are in agreement 
with our efforts.” Since he decame Prime Minister of South 
Africa in May last year, Dr Malan has somewhat modified his 
views. He still insists that the Union is concerned “only with 
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the King of South Africa,” that it can be neutral in war ang 
can secede and become a republic, and that it will co-operate 
with the fellow nations of the Commonwealth only when it jg 
in its own interests to do so. He proposed as Minister of Externgl 
Affairs to transform the High Commissioners to Commonwealth 
countries, including Britain, into Ambassadors. But on October 
25th he told the Nationalist Party congress at Port Elizabeth 
that the Union would not, in fact, be neutral in a new war by 
would “ join the anti-Communist countries.” On September rst, 
he told the House of Assembly: “ This Government’s sympathies 
are most certainly with the Western Union. . . . We regard the 
Communist doctrine as a danger not only to the world, but to 
South Africa in particular, with its vast non-European 
population.” 

What however is as yet by no means clear is what specific role 
South Africa under the Nationalists intends to play, not only in 
war, but in Commonwealth relations generally. What is clear js 
that Dr Malan is a man with not merely one King Charles's 
head, but with two. One of course is Communism, but the other 
is India, and this is bound to make South Africa’s relations with 
the Commonwealth a ticklish affair both in war and in peace, 


Conflict With India 


Dr Malan explained to Parliament that South Africa had not 
tried to join the Western Union because it was a European 
Union, which, however, was striving to become a North Atlantic 
Union with the inclusion of the United States. He added tha 
he was in favour of the “ European countries” with interests in 
Africa—including the United States with its interest in Liberia 
getting together to formulate a common African policy, to take 
shape in a Pan-African Charter. His definition of the “ common 
African policy” which would be acceptable to the Union com 
tained a significant reference to India. Africa, he said, must be 
protected not only against Communism but also against “ Asiatic 
penetration,” and he threw in a reference tc the Kenya white 
settlers’ fear of Indians to make it quite clear what he meant, 
The sort of Charter he envisaged would, he said, have to make 
provision for such protection ; and he added that South Africa 
“as a white man’s country” would have the right to leadership 
in the African continent in such matters. It is because of his 
attitude to India that he said, in his broadcast to the nation on 
June 4th after his election victory, that, with the accession of 
new nations to the Commonwealth (India and Pakistan), it was 

debatable whether Commonwealth co-operation could not be 
better achieved by a series of direct contacts between membets 
rather than by joint conferences attended by all.” Yet, with 
Communism far more rampant in Asia than in Africa, India may 
play a prominent role in Commonwealth defence. Dr Malan’s 
fear of Communism, however, has apparently not overcome his 
hostility to India to the point of recognising this. 

For the rest, he has extended a hand of friendship to Italy, 
saying he wishes it to regain its position as a Colonial Power 
in Africa, with a mandate over Tripoli, Somaliland and Eritrea 
At a reception at the Italian Legation in Pretoria the Minister of 
Defence, Mr F. C, Erasmus, said that South Africa looked forward 
to welcoming Italy as “an equal partner in the development of 
Africa,” and that the Union had “striven to restore Italy to its 
rightful place in western Christian civilisation.” Although he 
believes that “Britain’s position as a world Power has deterio- 
rated,” Dr Malan wants Cyrenaica to be under British mandate, 


“because of the proximity to the Medit i 
which is a povsatial danger” iterranean of another nation 


No Native Troops 


But proposals to consult with other African territories about 
communications, umist propaganda, and “ Asiatic penetra- 
tion” are as far as the Government seems to have gone. Mf 
Erasmus told Parliament on September 18th that the Union “ has 
not yet had an opportunity for discussions on defence with out 
northern neighbours.” South Africa wants no non-European 
troops. Dr Malan told Parliament that a special duty rested on 
ae sso to prevent “the danger of the militarisation of the 
: rican people.” The Nationalists claim that Britain has aban- 
mee d the formation of Native forces at South Africa’s suggestion. 

ithin the Union, the Native Military Corps has been disb 
and the Cape Coloured Corps are to lose all rank and insignia, 
pases aera are to be “dyed brown” to destroy their military 


On the other hand, it is understood that Mr Erasmus has given 


per te Se 


THI 








(BRGSeR Borer eePeE oR © 


‘BEBEZ 


aT 


m 


Faw 8 E 


Sk oxeeke® as 


SERBPESEEREIE 


BRFSS 





THE ECONOMIST, January 15, 1949 





GRIM OUTLOOK FOR APHIDES 


TEPP (another outstanding wartime discovery among insecti- 
cides) is providing a very grim outlook for future generations of 
Greenfly. TEPP (Tetraethy! Pyrophosphate), one of the new 
organic phosphorus compounds produced by Albright & Wilson, 
is now being used to control insect pests and bring a better harvest, 
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Steel forms much of the framework of our daily lives, 
and steelworks devour huge quantities of coke and 
gas in the blast furnaces and steel furnaces. Every 
day of the year Simon-Carves coke ovens produce 
thousands of tons of coke and millions of cubic feet 
of gas. Simon-Carves built Britain’s first by-product 
coke ovens in 1881 and led the way in banishing the 
wasteful old “‘beehive’”’ oven from the British coking 
industry. Simon-Carves ovens are at work today in 
coal and steel centres all over the country and are 
being designed and built for the latest plants, such as 
the immense new Margam steelworks in South Waies. 
Here in Britain—and in Europe, Asia, India and 
South Africa too — coal carbonising plants by Simon- 
Carves are helping to make the steel muscles of the 
modern world. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 
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Montgomery last year. The assumption underlying it is that the 
United States will be the West’s arsenal in a war. A committec, 
of which the Chief of the General Staff is a member, has been 
appointed to decide which industries can help supply military 
equipment and how speedily they can be converted. It is believed 
that factories are to be supplied with American plans for turning 
out equipment similar to that used by the American forces. 


Nevertheless it can hardly be said as yet that South Africa is 
rearming. Mr Erasmus told Parliament in September that “ the 
most serious feature of the condition of the Union Defence Force 
is the unserviceability of major equipment,” while he admitted that 
“we have 100,000 rifles of which about 20,000 are serviceable.” 
The Government intends to train 72 pupil pilots a year, instead of 
56 as formerly. It also proposes to reform the rifle associations 
which Smuts disbanded during the war because of the anti-war 
sentiments of the majority: of the members. The reformed rifle 
associations are to become a “ platteland army” (the platteland 
is the countryside). The membership will be increased from a 
previous 25,000 to 80,000—women and girls as well as men and 
youths have been asked to join. The upper age limit will be 
raised to 65 and “ more intensive training will be given to platte- 
land youths between 17 and 25.” Finally, they will be formed 
into commandos of 500 men each. General Smuts, who is probably 
the world’s foremost authority on the commando system, has 
condemned those proposals as hopelessly out of date. 


Emphasis on Afrikaners 


But criticism of them also springs from another cause. Dr 
Malan told the Nationalist Congress in October: “ The Govern- 
ment will base its military strength on some of its most loyal 
elements—the people of the platteland.” Mr Erasmus thinks it 
is a disgrace that only 21 per cent of full-time UDF officers 
between the ranks of Captain and Brigadier have Afrikaans names: 
he intends to change this. But barely a quarter of the total white 
population live on the platteland (whose heavy over-representation 
in relation to the towns did much to win the Nationalists the 
General Election). However, the proportion of Afrikaans- 
speaking to English-speaking South Africans on the platteland is 
over five to one. The Johannesburg Star was moved by Dr 
Malan’s and Mr Erasmus’s statements to ask: “What military 
work is this for which the Government distrusts the armed forces 
recruited from three-quarters of the white population and turns 
instead to the platteland?” No direct answer has been given, 
but when the “platteland army” was first announced by Mr 
Erasmus, he indicated that it would primarily be used to suppress 
any “Communist uprisings,” presumably in line with Dr Malan’s 
statement that the Union “must be strong enough to protect 
freedom and order within its own borders.” 


To sum up, the defeat of Germany and the menace of Com- 
munism have tended to soften Dr Malan’s attitude to the Com- 
monwealth. But any ties which South Africa accepts because 
they are in its interests must be both elastic and easily severed, 
while Dr Malan asserts the Union’s right to discriminate against 
one particular member of the Commonwealth and even to seek 
the co-operation of other nations in a “ Western Christian ” cam- 
paign against that member. Meanwhile, the Government will not 
be neutral in a war against Communism, but will probably con- 
fine its activities very largely to suppressing Communism (and 
perhaps much else) within its own borders. 


Social Services in the 
Far East 


[BY OUR HONGKONG CORRESPONDENT] 


The closer association of foreigners with Chinese in business 
as well as in public and private life has grown appreciably since 
the liberation of the Colony. When foreign trade was opened up 
with China over 250 years ago the Imperial Court limited its 
operation to the port of Canton and insisted upon all dealings 
going through a corporation of a dozen Chinese merchants, known 
as the Co-hong, who were held responsible to the authorities for 
all acts of the foreign traders. The cession of Hongkong and the 
opening up of the Treaty Ports led to the establishment of the 
Compradore system. Foreign businessmen found it necessary to 
employ a Chinese of standing who was known as a compradore. 
He engaged the native staff, usually his clansmen, and guaranteed 
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all transactions to the limit of the security which he deposited 
with his employer. 

Towards the end of the nineteenth century, the first breach in 
this system occurred when the oil and tobacco companies dis. 
pensed with a compradore and distributed their products through 
guaranteed agents. A few years before the Pacific War one or 
two of the bigger merchant firms appointed a Chinese manager 
and this movement has spread to the smaller firms, some of 
whom now have a Chinese director on their board as is the case 
with several of the public companies. The general opinion is thar 
the management of foreign concerns has been strengthened 
this change in status, for problems requiring Chinese views cag 
now be discussed between colleagues instead of on the basis of 
master to man. 


This is one example of the adaptability of those from the West, 


to the changing economic conditions of the East. Another is to 
be found in the development of social services which in Hongkong 
had made steady progress before the war and which, with the 
appointment of an Official Social Welfare Officer and a trade 
union adviser, has enabled co-ordination of scattered efforts to be 
effected. It is no longer the case of Government acting as q 
benevolent patron, giving a little advice here and a small grant 
there. Since the liberation there has been a general re-organisa- 
tion of the administration in its relation to charitable societies and 
labour unions. It is still the policy of Government to stimulate 
the public to initiate and support social welfare activities and 
fortunately there is a tradition of service, both foreign and Chinese, 


The clan societies and trade guilds of the Chinese anticipated 
by many years the kind of social service which is now provided 
in Britain. Wealthy Chinese from the country districts of South 
China would form a society for the care of any of their fellow 
“countrymen” who fell on evil days and if returned to their 
native village provision would be made for an old age pension, 
Trade guilds looked after what we know as “ Workmen’s Com. 
pensation” and would make grants to funeral expenses. In these 
more advanced times trade guilds are being superseded by trade 
unions based on the home model under the guidance of an official 
with trade union experience. Strikers now have the privilege of 
employing pickets to indulge in peaceful persuasion—a refinement 


. which is doubtful benefit to a community not infrequently sub- 


ject to threats and extortion. 


More Schools For Children and Workers 


A brighter aspect of the local trade union movement is the 
progress made by the “Education Advancement Society for the 
Children of Workers in Hongkong and Kowloon.” This Society 
started just over two years ago and although still in the experi- 
mental stage, the scheme shows promising results. There are 
Ir schools in existence with about 1,300 children in attendance, 
The Government makes a grant of $30,000, but otherwise the 
schools are financed from fees, workers’ donations and contribu- 
tions from the public utility companies which are interested in 
the movement. In addition to educational facilities for children 
the Society has now started four night schools in response to a 
demand from industrial workers, mostly women. There would 
appear to be plenty of scope for development in this direction. 
For many years past night schools have been carried on throughout 
the Colony, a number being supported by the staff and pupils 
of schools for children of the well-to-do Chinese and in one case 
by university students. The personal service given by the sponsors 
= egy a beneficial effect in developing a sense of civic responsi- 

ty. 

Housing in Hongkong is no less a problem than in other popu- 
lous parts of the world, but it has complications absent ee 
western countries. Scores of thousands are condemned to family 
life in a cubicle, and, as more and more refugees pour into the 
Colony, the Position of the needy Hongkong population becomes 
desperate. Industrial concerns and public utility companies under 
British management have done something to provide for their 
workers and model dwellings of a high standard have been 
erected. Chinese industrialists are now awakening to their respon- 
sibilities for the housing of their workers and an ambitious scheme 
has been drawn up by a group of manufacturers. 


Hongkong has been singularly free from racial antagonism and 
although a cosmopolitan centre the great iecohonetinas of the 
naturally well behaved Chinese makes for a peaceful community. 
The strong individualism of the Chinese is an obstacle to com> 
munal movements but it is a tribute to the influence of western 
education that during the past quarter of a century so much 


Progress has been made in social service on the basis of Sino- 
British co-operation. 
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THE BUSINESS WORLD 





New Facts about Profits 


N July 1st last year, the provisions of the new Companies 
Act governing the content and publication of the accounts 
of public companies came into effect. The Economist had a 
particular interest in this date ; it marked the end of a long 
campaign for fuller disclosure of information in published 
accounts, and it also heralded new opportunities to improve the 
recording and analysis of industrial profits, undertaken in these 
pages for forty years. There is more misconception and down- 
right prejudice about profits than about any other economic 
question, and the shedding of light about them has always been 
difficult for reasons of its own. The accuracy of the measure- 
ments and comparisons of industrial profits which have appeared 
quarter by quarter since 1908 has always been dependent on 
the original material provided in the accounts themselves. For 
instance, during the first two decades out of the four, what was 
disclosed in company profit and loss accounts was very much at 
the discretion of the directors themselves ; the next decade saw 
the great development of holding company finance and a 
growing campaign for consolidated or group accounts, then 
provided only by a small number of enlightened companies ; 
and the final decade has seen the dominance of taxation over 
every other aspect of company finance, but no uniformity in its 
treatment in accounts. 

The new Companies Act makes it possible to compile more 
detailed and more consistent information about profits than 
could be attempted before. The scope of the profits records 
can now be widened to include all subsidiaries and sub- 
subsidiaries—thus giving a view of industrial profits as a whole, 
and not merely of the predetermined slice of those profits which 
might be brought into the parent company’s income. The new 
Act brings into the open provisions for depreciation and other 
reserves which were often not disclosed under the old dispensa- 
tion. And there is now far more consistency in the treatment 
of income tax in company accounts—a change for which those 
who previously spent weary hours in this office adjusting pub- 
lished profits to reflect a uniform provision for taxation have 
reason to be grateful. The general practice now is to charge 
income tax in full on profits, irrespective of the amount of 
profits which may be distributed in dividends. These and other 
improvements in what is disclosed in company reports made it 
possible to promise six months ago a corresponding improve- 
ment in the scope of the regular analyses of profits in The 
Economist. This article gives the results of the new computa- 
tions for the three months July to September last year. 

During the third quarter of last year, 385 company reports 
were received, of which 326 provided comparative figures for 
the previous year (in future years, of course, comparative figures 
will be compulsory). These accounts include both group 
accounts for holding companies, and also the accounts of single 
companies without subsidiaries. The first task was to devise a 
common method of analysis equally suitable for both forms of 
account. 

This form is shown in the first of the accompanying tables. 
It opens with trading profit, before any deduction for charges 
and provisions ; to this is added income from investments, and 
other current income ; these together with credits not strictly 
applicable to the year’s trading give the total income which is 
disposable. From this total income, deduction must then be 
made for repairs and maintenance, depreciation, income tax 


(excluding profits tax where the latter is separately specified), 
profits tax, directors’ emoluments, administrative charges and 
pensions and, finally, provisions for contingencies and other 
purposes not already specified. All these charges and provisions 
represent either the group charges which appear in consolidated 
accounts (not merely those of the parent companies), or those 
which appear in the accounts of single companies. Next there 
follow two items which appear only in group accounts—the 
share in the profits of subsidiary companies which is attributable 
to shareholders other than the controlling company (usually 
called minority or outside interests in profits) and secondly 
the amount of profits which the subsidiaries themselves have 
retained as free reserves in their own books. After that 
stage, the cost of debenture interest and preference 
dividends is charged (the latter being usually shown 
after deduction of the appropriate amount of tax), leaving the 
balance available for ordinary dividends (again shown “ net”) 
revenue reserves (also after having borne tax) and the net addi- 
tion to the balances carried forward by the parent or single 
companies. 

This analysis, far more detailed than anything which has 
been attempted in the past, has been adopted as the standard 
for the future. Its wider scope involves a break in continuity 
with the profits figures which have previously appeared in 
The Economist ; it may be possible when a full year’s figures 
are available to attempt a rough and ready link between the old 
and the new figures. Space in The Economist does not permit 
the full publication of figures for the 31 industrial groups which 
make up the total ; these will be found, however, on pages 63 . 
and 64 of this week’s issue of Records and Statistics. But the 
two tables presented with this article give a very full account of 
the results shown in the 385 reports which appeared during 
the third quarter of last year. The first table, following the 
analysis already described, gives the totals for these companies—- 
their total trading profits and other income, the charges made 
against them, and the distributions to shareholders and reserves 
made from net earnings. The sgme table also gives comparative 
results of 326 companies (included in the above 385) for their 
latest financial years and for their previous financial years ; in 
some respects these comparative figures are more interesting 
than the single total for the larger group. For the 326 com- 
panies, total trading profits increased by as much as one-third, 
from {105.1 million to £141.7§ million. It is on apparent 
increases of this order that criticisms that profits are “too 
high” are usually fastened. But such criticisms generally dis- 
regard the uses to which total profits are put. Out of the 
total income of nearly £193 million for the 385 companies, 
depreciation of assets absorbed 13.7 per cent, income tax and 
profits tax 42.8 per cent, directors’ fees, pensions and 
administrative expenses §.0 per cent, interest and dividends on 
fixed capital §.5§ per cent, reserves of various kinds (con- 
tingencies, profits retained by subsidiaries, revenue reserves and 
increased balances carried forward) 20.5 per cent, and ordinary 
share dividends a modest 10.9 per cent. 

An analysis of this kind exposes the fallacy of talking at 
large about “ profits ” without defining exactly what the word is 
intended to mean in the particular context. It is also easy to 
show that distributable profits, after meeting all necessary 
charges and provisions, have shown only a modest increase, and 
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that distributed profits have increased very little indeed. The 
summary below should make the point quite clear : — 


RESULTS OF 326 COMPANIES 3RD QUARTER, 1948 
Previous Latest 


year year Increase 

£mn. £mn., £mn, 
Oe ON ees ciacs 4 akesn aad tae 117.3 155.9 38.6 
Earned for ordinary capital ............ 28.3 29.5 1.2 
Ordinary dividends paid ..........00.4.. 15.5 16.8 13 
Do. excluding oil and rubber cos. 14.6 14.5 ro 


There could be no clearer proof than these figures of the 
cautious financial policy pursued by the majority of companies 
and of their close adherence to the request of March last year 
for voluntary dividend limitation. If the special cases of oil 
and rubber companies are excluded, ordinary dividends of the 
remaining 261 companies actually show a slight fall. 

The second of the two main tables with this article presents 
a new form of industrial analysis of profits, for the 385 com- 
panies as a whole, and (with comparative figures) for the 326 
companies whose total figures have already been given. The 
results are given under two headings—total income, as defined 
above, and the amounts earned for ordinary capital. The latter 
figures show the sums which could have been distributed to 
ordinary shareholders, after charging all expenses and pro- 
visions, if the directors had decided to make no further transfers 
to revenue reserves. These are the earnings which inure to 
equity capital, though in practice only part of them is distributed 
in dividend, and the rest is set aside (for the indirect benefit of 
ordinary shareholders) as free reserves or increased balances 
carried forward. For the 385 companies, equity earnings 
amounted to {38.4 million, but the ordinary dividends actually 
paid absorbed no more than {21.1 million out of this sum. The 
comparative figures for the smaller sample of companies show 
that equity earnings increased by only £1,200,000—an amount 
merely sufficient to match the increase in dividends paid by oil 
and rubber companies. For industry generally, therefore, there 
was no net increase in earnings for ordinary capital during the 
period. 

Thus, the increased burden of taxation and the exercise of 
praiseworthy caution in the provisions made for depreciation and 
other charges have absorbed the whole of the apparent increase 
in profits. The average date of the financial years of these com- 
panies was approximately March 31, 1948 and since that time 
there has been a growing realisation of the need for increased 
provisions from profits to maintain capital assets and stocks. 
It may be questioned whether any formal change in the character 
of voluntary dividend limitation would make much practical 
difference to the later figures of other companies. Gone is the 
day when the ordinary shareholder could expect to cover himself 
even partially against the consequences of inflation. 

The changes in profits shown by the industrial groups have 
closely matched this general pattern. The consumption trades 
have done well in terms of total income—as obviously they 
should—but less well in terms of equity earnings. The capital 
industries have retained a modest share of their increased total 
income for the benefit of ordinary shareholders, directly or 
indirectly, though it may be significant that the net earnings of 
17 companies engaged in the building trades showed a fall, as 
did those of electrical manufacturing companies in the general 
industry group. The boom in textiles, too, looks a very 
restrained affair, measured in terms of the results for the risk 
capital invested in this group of industries undertakes. 

These are only the broadest conclusions to be drawn from the 
first analysis of profit and loss accounts in its new form. More 
detailed examination of the figures will doubtless suggest others. 
In due time, the basic tables given in this article and in Records 
and Statistics (all these will be regularly published in future) 
will be supplemented by other analyses showing how profits 
moved by date of accounting years, and comparing the profits 
figures with changes in company balance sheets. 
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An analysis of the balance sheets of the same companig, 
which have been reviewed in this article will be published jg 
The Economist at an early date, and will provide the fruits of 
an entirely new field of research. 


— ? a ig, 
Analysis of Profits reported July-September, 1948 
(4000's) 
(a) Prorits, Provisions AND DEPRECIATION 
v = i ——— 
326 Companies 
eanetasatieantine ie 385 

Compani 

| Previous Year | Latest Year a : 

Gross trading profit 105,110 141,750 } 15,0f>" 
Income from investinents.... seeete 6,958 i 7,728 ‘ 10,050 
Other current income .......... esis ow 1,73 1,718 i 2,42 
Non-recurring creditS.........65.e5ee55 4,120 3,994 | 5,19 

- - eae 

Total Income.........ccsescseesrererees 117,256 155,190 | 192,890 

m5 | oa |). come 
Repairs and maintemance.......+.-+-++ ltd | } 105 
Dx on ciation waabae she. ts +4 anes 12,935 } 20,053 25,423 
Income tax (excl. profits tax).......... 42,928 1 54,118 65,964 
Profits tax .. ccs scvcvscvevecrccesseces i 4,470 | 12,571 16,657 
Directors’ emoluments. .........++00065 1,921 | 3,554 j 4,816 
Administration charges, etc. ........-+. 2,520 2.517 2.723 
Contingencies, provisions, etc.........++ 6,443 j 14,200 | 16,2% 
PPPOE CTT TeEEe OT OL . 1,383 1,774 2,151 
Minority share in profits ........+...+:- 1,837 2,136 j 2,574 
Profits retained by substdiaries......... | 4,698 4,880 | 5,950 
Debenture interest ....e.eeeseeeeeeeees 2,005 2,456 3,011 
Preference dividends ..........0.+-++6+ 6,284 ' 6,717 | 7,718 
Ordinary dividends ............ .. | 15,549 16,791 | 21186 
Pe SORIIVOE oa dds thlac ec cebesaseces 9,272 i 10,049 | 13,516 
Brought in (parent company).......... 17,268 21,089 26,405 
Carried forward (parent company) 20,706 j 23,731 ' 30,359 


(b) Prorits AND EARNINGS BY INDUSTRIES 


| 326 Companies | 385 Companies 
; 

! oa | ee 

i Total Earned for Ord. ' 

| Income Capital | 

} ae ee eel Total | Earned 


Income ; for Ont 


iPrevious| Latest Previous Latest j 


Year Year Year | Y@r 


Consumption Trades :— 


























ect 2s... 220446. .0% | 15,470| 19,704| 4486 4,678 24,329) 5,431 
Clot and footwear ....... A) 1,154 277 250 1317 | 282 
Entertainment Sa ctrew ve fo BRD P3360 448 | 1,051 | 3,340] 1,051 
Food and conte BA386 45,829 6,328 4,656 47,760 i 6,105 
Hotels and restaur iN 7 8 | 13 Dr. 8 | 388 21 
Shops and stores............ | 1,749 | 2,255 312 | 340) 2,734 435 
ND od nd aga bodiehich una < | 139 355 24d 125 524 166 
ei ah caRiaaeobk | $6,520 72,645 12,388 11,092 80,392 13,487 
Capital Industries :— \ Sa _ 
rare |} 3,290} 4,885; 1,023! 858) 4,951{/ 869 
NRE, . 261 ns onden sens 4,293 6,533 1,251 | 1,868 17,486 2,100 
Iron and steel .............. | 13,345 | 17,778 | 9999 3,572 | 20,024) 4.380: 
Shilling soos sos 50e'cs ves | 97 | 197 | 2d | 63 } 197 65 
Maths iii, ics Ses | 21,025 | 29,393 5,22) | 6,361 | 32,658 7,362 
General Industries :— | 1 BT er pee | ae 
Chemicals and paint......... 351 | 365 91 123 2,879 | 1,080 
Electrical Manufacturing ..... 8,769 | 6,854) Td | 859 7,106 | 9 
Motors, cycles and aircraft... 5x6 661 | 147 | 150; 1,419 eB 
Newspapers and printing..... 1,295 | 1,633 168 | 199 | 3,882; 473 
Miscellaneous manufacturing. . 2,280 | 15,565 2,913; 3,299 | 19,764; 39% 
etidd wicniiht-tia: | 18,281 25,078 4,423 4,630. 35,050 | 6,839 
Utilities and Services :— | } er ny he "3 | it nf ; 
Electricity supply ........... | 119 117 | 3) | 35 | 117 | 5% 
SHPPINB 0.6. Ses iere cde. | 9,878 | 3,599 | 423 | 296 | 3,599 | 2% 
Telegraph and telephone..... 168 | 241 | 113 147 | 241 | M47 
Trams and buses............ 495 | 758 20 | 409 758 | 49 
Warehousing ........ee0e..0. } 478} 395} | 148) 395) 1 
TOO ..nessnicttttarecepionscins | 3,824) 5,110) 927 | 1,035 | 5,110 | 1,035 
Textiles — ; PS { siete eee j wie { ee 
ROME ses sip alae seckste « | 28; 290 57 93} 2,333 | ~ 38 
Silk and rayon.............. | 218) 319! 35 46 | 7,556) 1,18 
Wool..... SOR cette howibes so | 2106) 2,636) 778 815| 2,979; 99 
Other textiles 2000222211) | "ear | "ste | 5B) ase] eae | at 
Es sacscheskvconineesuckttnse «2,769 3,619 = 928 | «1,008 | 13,712 2,702 
Fuel t— tte Ss af ice | Pot Pe 
COM is'nf's osnis nangs doen 1,983} 1,844/ 648 222 | 5,786 | 1,500 
Sega a neds eh ae, <7 | 5469 | 7,374!) 2.087} 2,691} 7,374} 2,691 
FORA -ceoscreesonesesnecesonese | 7,443) 9,218) 2,735) 2,913 | 13,160| 4,19 
Plantations :— | ee ee te ee 
Rubber peau Waly sisetaiss a | 752) 2,068} 151] 639) 2,088 658 
a adaeieebies euh calc, | 2443 | 3077 | 632) 989, 5,077 | 589 
i | 3495) 5145) 683) 1228, 4165 | 1a 
Finance — | } Sa Ls Sey Preoe 2 ey ha) abo Y ‘ 
oe and land ........... | 1,844} 2,381 | 344 | 445 4,419; 705 
WNNON sca ch aie Use pole. kw’ j 2355) 2,601 | 603 | 670 3,134 | 848) 
emits cis | 4199 4982, 947 4,805) 7,553 1,550 
Total, All Groups...... | 117,256 | 155,190 28,252 | 29,482 | 192,800 | 36,414 
i i | | { 
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Free Dealing in Tea? 


OUR years ago, only a confirmed pessimist would have 
prophesied that food rationing would continue until 1950. 
Now, only an optimist would hope for much relaxation of control 
over imports and distribution in the next four years. It is not 
merely that rationing has become an instrument of social policy. 
Some control over imports is inescapable so long as the British 
balance of payments is in deficit. Nor should it be thought that 
traders in certain foodstuffs are invariably eager to resume com- 
petitive enterprise. Fixed and not ungenerous profit margins 
have won many supporters to the system of control. Tea, how- 
ever, certainly does not appear in this category. Some months 
ago Mincing Lane brokers approached the Ministry of Food 
about the resumption of the London tea auctions, suspended 
since 1939. A scheme was worked out, which would have 
permitted private imports while both the subsidy and rationing 
were maintained. The scheme would have enabled buyers 
to choose the types of tea and the qualities they wanted, 
instead of having to accept what is allocated to them by the 
Ministry, as at present. Thus supplies to the British market 
would have remained under effective control. But greater scope 
for variety would have been gained, and an important step 
could have been taken towards the reopening of the re-export 
trade in tea, from which Mincing Lane used to bring in useful 
foreign earnings before the war. 

This scheme, however, has not found favour. For 1949, the 
Ministry of Food is again asking producers in India and Ceylon 
to tender for supplies under contracts. Only a month ago, Mr 
Strachey said in Parliament. 


There is a good deal to be said for getting the trade in the 
re-export of tea going, but it is not an easy thing to do, and 


it is ae a matter entirely within the British Government’s 
control. 


Presumably the Governments of India, and Ceylon have not 
agreed to the scheme. But a Minister of Food who was more 
convinced of the merits of private trading might have been 
more determined to find a solution. It may well be politic to 
obtain the views of India and Ceylon before opening Mincing 
Lane. After all, they are Britain’s main suppliers. But these 
Dominions have no power to prevent the Ministry of Food from 
taking action in this matter. Did India or Ceylon ask permission 
of the British Government before reopening the Calcutta or 
Colombo markets after the war ? And have they reflected that 
the re-establishment of an efficient terminal market, with all the 
selection, blending and storage facilities that exist in London, 
might give producers a higher average price for their product 
in the long run? Mr Strachey’s decision relates only to 1949. 
But the trade has every right to know what he intends in 1950 
or after. The present uncertainty is a negation of policy from 
which all parties suffer. 

The Indian sub-continent and Ceylon together account for 
the bulk of the world’s production of tea and for some 90 per 
cent of total exports. There are no complete statistics of pro- 
duction; for China and certain other countries in the Far East 
the quantities can only be guessed. Before the war, Chinese 
production was generally taken as 600 million lb. a year, 
although estimates varied from 500 million to 1,200 million lb. 
Since then, output may have been halved. Exports thus give 
a clearer indication of available supplies. Table I shows the 
outputs of the more important producers, and their exports for 
1946 to 1948 compared with a prewar average, 1934-38; before 
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the war, exports from India, Ceylon and the Netherlands East 
Indies were controlled under the International Tea Agreement. 
Figures for 1948 are partly estimated. 

During the war, output in India and Ceylon increased con- 
siderably, and this increase mitigated the fall in supplies from 
Indonesia, China, Japan and Formosa. World exports, however, 
were much reduced. Output in East Africa (mainly in Kenya 
and Nyasaland) was encouraged as an alternative source for the 
British market, but the annual quantity was still small. Since 
the war, output of tea has been high in India and Ceylon but 
recovery in Indonesia, Japan, Formosa and China has been 
disappointingly slow. The recent advance of the Communists 
in China might, indeed, stop even the present small export from 
that country. In Java, rehabilitation has been protracted while 
in Sumatra very few tea factories remain in existence and the 
small output is almost entirely confined to the east coast. Esti- 
mates put production in Indonesia last year no higher than 25 
million lb. compared with 165 million Ib. before the war. 
Recovery to this level may still take some years, though output 
should be capable of a steady and eventually considerable 
increase. 

Although supplies from the Far East were so seriously cur- 
tailed, world exports in 1947 were only 1o per cent below 
the prewar volume, and last year there was a further slight 
improvement (not reflected in Table I because exports are usually 
relatively high in the fourth quarter). Exports from India and 
Ceylon increased so considerably that black tea—which comes 
mainly from these two countries—now accounts for 97 per cent 
of world exports compared with 87 per cent between 1934 and 
1938. Those countries like the United States which had a 
sizeable import of Far Eastern or green teas before the war have 
had to rely on shipments from India and Ceylon. But this change 
in demand is likely to be temporary, especially as output in Japan 
and Formosa may recover quite quickly. 

Tea consumption has shown no marked increase since the 
war except in producing countries. International allocation of 
tea ceased in 1947 and in that year American imports actually 
declined. In India, however, tea consumption has more than 
doubled the prewar average of 80 million Ib. a year. In Ceylon, 
consumption totalled 9,000,000 Ib. between 1934 and 1938; it 
rose to 18 million Ib. by 1946 but declined to 14 million Ib. in 
the following year. Nevertheless, there is a limit to the local 
consumption of tea, given the relative prices which it can now 
fetch in the world market—last year the price was about twice 
the prewar level—unless consumption is specifically encouraged 
by governmental action. . 

The pattern of British imports has not changed very much 
since before the war. The bulk of supplies still comes from 
India, Pakistan and Ceylon, a small quantity from East Africa, 
but virtually none from either Indonesia or the Far East. 
Table II shows the gross and net imports into Britain for the 
three postwar years compared with the prewar average (1934-38). 
Imports averaged 434 million Ib. during the war, against 
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496 million Ib. in the prewar years, a decline of 12 per com, 
In 1946 and 1947, however, the fall was more marked ; jg 
the latter year, imports amounted to only 389 million lb., 
as a result of the Ministry of Food’s buying policy. Last year 
seems to have brought slight recovery, bur the total quantity 
received was still well below both the wartime and preway 
amounts. vgs 
* 

The trend in British consumption followed a different patter, 
The figures for gross consumption in Table II are taken frog 
data published by the Ministry of Food and Comprise te 
delivered to wholesalers for civilian consumption, releases fo 
the Services, for export and for ships’ stores. Net consumption 
excludes re-exports and deliveries for the Services and ‘shipy 
stores, and the figures are only approximate. In the two yeay 
after the end of the war, net consumption showed a steady if 
gradual increase; in 1947 it was only § per cent less than prewar, 
This figure agrees fairly closely with the Ministry of Food eg. 
mate for 1946 that supplies of tea per head for civilian 
tion were 54 per cent below the prewar average. This relatively 
satisfactory rate of consumption was achieved desr ite smaller 
imports; as a result the re-export trade suffered and Britain log 
some valuable foreign exchange, including dollars. Before th 
war, nearly one-fifth of American imports of tea came from 
Britain. In 1948 there has been an appreciable fall in net com 
sumption, but during this period stocks have been built up. 

The present weekly ration of tea is two ounces ; before the war, 
consumption averaged 2.9 ounces a week. Yet it is considered 
that even with a subsidy which is now of the order of 103d, ab, 
current civilian demand, unrationed, would average only 26 
ounces a week. Such a rate would require an annual supply of 
about 500 million lb. If the rationing of tea were abolished, 
demand would at first perhaps be much higher, so that stocks 
would have to be built up to meet this temporary increase. One 
limiting factor to the consumption of tea in Britain may be 
the shortage of sugar. But the Ministry of Food’s decision t 
continue to use the contract system must be judged from th 
standpoint whether it can ultimately secure for Britain an anmul 
supply of 500 million lb. On this there seems to be serious 
doubt, unless contract prices are above the expected market 
price. 

The Ministry invites producers to tender, at fixed prices, 
up to maximum quantities agreed by the Governments of India, 


Pakistan and Ceylon. Since the reopening of the Calcutta and | 


Colombo tea markets, tenders have never reached the quantities 
sought under the contracts. In 1948, the British Government 
offered Indian producers an increase of 2d..a lb. over the 1947 
price for the first third of each estate’s delivery, leaving the price 
for the remaining two-thirds to be adjusted by agreement after 
current costs of production had been ascertained. Tenders wert 
invited for 300 million lb. from India and 28 million 1b. from 
Pakistan. Indian producers offered 288 million lb. and Pakistan 
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only sanction the agreed 28 million lb. In Ceylon, the Ministry 
ef Food asked for 150 million Ib. and although the price was also 
yassed by 2d. a bb. over the previous year’s, only 98 million Ib. 
were offered. In all, the Ministry of Food was 64 million Ib. 
shert, and because they did not want to repeat the unhappy 
experience of 1947 in making up the deficit by purchases in the 
markets, the tea ration was reduced from 24 ounces to 2 
ounces. The poor response to the Ministry’s offer was not sur- 
prising, since in 1947 producers found that by selling in Calcutta 
or Colombo they averaged 2d. to 3d. a Ib. more than the contract 
price. In 1948, however, while Calcutta prices tended to remain 
above the contract prices, Colombo prices were generally lower. 
Clearly, in these circumstances, the system of tender has many 
weaknesses. The first difficulty is to determine a price which 
will evoke the required quantity of tea. This is only likely to 
te obtained if the price offered is above, or at least equal 
io, that which the producers expect to get on local markets. 
Owing to the recent difference in the price trends in the 
Calcutta and Colombo markets, to determine a contract price 
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fer 1949 will be the mere hazardous. Since the Ministry of 
Food offers to buy a large proportion of the total output of 
India and Ceylon, the best types of tea are often sold on 
local markets, and prices are very responsive (as they are now) 
to demand in those markets, , 

If the level of world production continues as in 1948—and 
the estimates in Table I are, if anything, conservative—there is 
little doubt that with normal trade channels reopened Britain 
could have secured at least 500 million lb. ; 330 million Ib. 
from India, 150 million lb. from Ceylon, and 20 miilion Ib. 
from East Africa. Admittedly producers would have had to 
assume greater risks in sending their teas to the London market 
and paying the export duties, whereas if they sell under contract 
the Ministry of Food pays the export duty and ships the tea to 
this country. But they would have obtained higher premiums 
for better quality teas, which would be of long-term advantage 
to them. If, then, there is another serious short-fall on the 1949 
contract, Mr Strachey will certainly be called upon to defend 
his refusal to allow the tea market to reopen. 


Business Notes 


Dollar Drain Checked 


By comparison with experience in the third quarter of 1948, 
the amount of the gold and dollar deficit of the sterling area 
fer the last three months of the year is, at first glance, rather 
disappointing. It rose by £17 million, to £93 million, compared 
with {147 million im the first quarter and £107 million im the 
second. In assessing the underlying trend, however, too much 
importance must not be attached to fluctuations from one quarter 
to another. It now appears that the figure for the third quarter 
was deceptively favourable, partly because of an unexpectedly 
large receipt of dollar earnings from the Colonial territories, whose 
contributions in the fourth quarter have been seasonally low. 
The reserves in the past three months have had to provide not 
only for the customary increase in the dollar bill for imports 
but also for some special outgoings. Drawings by India, though 
necessarily within the limits agreed earlier in the year, were 
particularly heavy, and were only partially offset by further 
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indian purchases of dollars from the International Monetary 
Fund. In addition, after technica} discussions on the interpreta- 
hen of the complicated formula which governs the gold portion 
ef members’ subscriptions to that Fund, it has been found 
that a further £6,500,000 was due from Britain ; and this sum 
has been paid in the past quarter. 

More important than the significance of these variations from 
quarter to quarter is the question whether the general level of 
expenditure has now been reduced to the poimt at which, after 
allowing for ERP and other external sources of relief, there is 
fo longer any net drain on Britain’s gold reserves. In the fourth 
Quarter, as the accompanying table shows, ERP receipis rose 
steeply, as a natural result of the large arrears of reimbursement 
ef Britain’s dollar spendings in the first two quarters of the ERP 
period, which dates from April rst. Principally for this reason, 
the gold and dollar reserve actually rose during the three months 

£20 million, to £457 million. During the full nine months of 

P, the reserve has dropped by £95 million, despite the receipt 
ef £12 million from sources other than ERP. It is estimated, 


however, that at December 31st approximately £90 million was 
due to Britam by way of ERP reimbursements of dollar expendi- 
ture already financed by drafts on reserves. This is a smaller 
lag in reimbursement than was shewn at the end of September ; 
but it is equivalent to virtually the whole net reduction in reserves 
during the nine months, 

On this basis, the true level of reserves might be regarded as 
£547 million—which ostensibly aligns quite well with the Chan- 
cellor’s aim of having rather more than {£500 million in hand 
during, and particularly at the end of, the ERP period. Before 
the end of that period, however, Britain is due to repay the {£80 
million loan from South Africa. The Union’s present difficulties 
make it possible, perhaps probable, that Britain will be called 
upon to make substantial. advance repayments, in which case they 
will be made in sterling. It would be unwise, however, to assume 
yet that there will be no large remainder due for repayment in 
gold early in 1950. Meanwhile, the official figures count the whole 
£80 million as part of the central gold reserve. Moreover, it 
must be remembered that in the past year Britain’s deficit with 
Argentina has been financed by the sale of the railways. It may 
be that the rate of net dollar spending is now roughly in step 
with ERP ; but it is clear from such considerations as these that 
there needs to be a margim in hand, and at present there is no 
such margin. 

* 7” * 


Accounting and Rising Prices 


The latest recommendations of the Institute of Chartered 
Accountants are concerned with the problem which has attracted 
widespread attention in recent months—the maintenance — of 
physical and working capital during a regime of rising prices and 
gh taxation. It is a question on which accountants might bs 
expected to exhibit a certain professional reticence. Their con- 
cern, after all, is to certify that company accounts give a true and 
fair view of the state of the baiance sheet and profit and loss 
account ; and in doing so they are naturally more at home with 
figures which can he identified with expenditure in the books 
rather than with estimates and index numbers. For that reason, 
it is hardly surprising that accountants as a body—and certainly 
those of them who are in professional practice as distinct from 
those employed in industry—should have some misgivings about 
the various suggestions which have been made to enable industry 
to maintain its physical capital. 

There ts no need here to recapitulate the broad problem (which 
was outlined in The Economist of June 12th last year in an 
article entitled “What are prefits ?”) or the suggestions of Mr 
S. P. Chambers and the Federation of British Industries for its . 
solution, both of which have been recent'y discussed in thes: 
columns. The statement of the Instirute ou-lines the predicament 
of industry during the present phase of rismg prices and hig’ 
taxation with admirable clarity. As stocks of mvterials are con- 
verted into goods and as fixed assets wear out or become cbsolete, 
greater amounts of money have to be invested im the assets 
which replace them than were originally invested in the assets dis- 
placed. How is the money to be found? To raise new funds 
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from outside the business is to dilute the existing equity—in other 
words to admit without effort the fact that capital has been con- 
sumed, and either taxed away or distributed in dividends. To 
raise them from internal resources, when wear and tear allow- 
ances ate based on histcrical and not on replacement costs, and 
when income tax and profits tax absorb more than one-half of 
the so-called “ profit” which is earned, is frequently impossible. 
So much is common ground. But the statement then proceeds 
to examine the practical solutions which have been suggested and 
to offer professional judgment on them. Here it enters into an 
area of intellectual struggle between a state of affairs which is 
acknowledged to be an economic danger and remedies which 
seem to introduce their own accounting difficulties. Given “ the 
generally accepted accounting principle that the profit of a period 
can be ascertained only after providing, by way of charges against 
revenue, adequate sums for remedying any impairment of the 
capital of a business . . . in the ordinary course of trading,” 
does “ capital” mean the cash subscriptions of the proprietors, or 
the power of those subscriptions to purchase a particular volume 
of goods or equipment? Is it financial capital or real capital 
which is to be maintained intact, in the accountant’s view ? 


* * * 


The Accountant’s Dilemma 


An increasing number of businessmen, seeing belatedly but 
all too clearly the ravages of inflation on their fixed and floating 
assets, are now taking the second view. The Institute’s statement 
points out that this view—that real capital should be maintained— 
is at variance with accounting practice hitherto generally followed, 
which has been to charge the monetary cost of stocks consumed 
and to provide for depreciation (as a rule) by reference to historical 
and not replacement costs. The critics of the new view almost 
regard it as heresy. Why seek to maintain the real assets and 
stocks without making provision for the loss of real-value of the 
company’s bank balance ? Why seek to maintain the real value 
of the assets originally provided from the company’s capital 
without recognising the reduced real burden of its capital obliga- 
tions ? Is the logic of the new view to be pursued to the point 
at which preference dividends might be imperilled ? What does 
“replacement” mean in practice, and how are changes in prices 
to be measured ? Further, the critics claim that “ not only is the 
suggested change wrong in principle, but also that it strikes at 
the root of sound and objective accounting because of the practical 
difficulties of assessing the amounts which would be treated as 
charges to revenue if the new conception were adopted.” 

The statement is on firm ground when it claims that accounting 
changes alone cannot remedy the effects of rising prices and high 
taxation ; only Parliament can mitigate the consequences by 
changes in the tax law. But what is to be done towards a solution 
now? That depends primarily on the circumstances of the 
individual company—whether it can afford to supplement the pro- 
visions allowed for income tax purposes by additional sums from 
its taxed profits. Some companies are in the fortunate position 
of being able to make regular provision, from taxed profits, to 
meet the expected cost of replacement. But the exact cost cannot 
be determined in advance, even in those cases where it is possible 
to make some additional provision to meet it. 

In 1945, the Council of the Institute offered advice on the 
technical handling of these matters in company accounts. It 
plumped then for the basis of historical cost, both for deprecia- 
tion of fixed assets and for the valuation of stocks. Additional 
sums provided for replacement were in its view, to be regarded 
as reserves, and treated as such in the accounts. This advice is 
not withdrawn, but it is now amplified. It is suggested that 
“ directors should be advised to consider . . . the effects of (rising 


prices) and the relative merits of (a) relying upon the company’s - 


ability to raise new capital . . . to meet enhancements in replace- 
ment costs and (b) the desirability of setting aside . . . out of 
profits such sums for this purpose as may be practicable.” The 
existence and exacerbation of the problem is thus recognised. But 
the recommendations do not go very far in meeting its practical 
consequences, Additional sums set aside for replacement are still 
to be described as transfers to reserve, and if entered as a deduc- 
tion in arriving at the balance of profit for the year “ that balance 
should be described appropriately.” Secondly, to emphasise the 
fact that such sums are set aside against assets, and are not 
available for distribution, they should normally be treated as 
specific capital reserves in the balance sheet. These are no more 
than prudent and limited refinements of accounting technique. 
The wider question, however, will demand in its solution a more 
resolute approach than is to be found in the memorandum which 
supports these recommendations. 
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Compromise on Profits Tax ? rds 

The Chancellor of the Exchequer undertook last year, whe 
the Finance Bill was under discussion, to examine the incideny 
of Profits Tax and its effects on company finance. To assist hj, 
reconsideration of the tax, the Federation of British Industrie, 
has recently presented a memorandum to the Chancellor, of whig, 
a summary has been published. The memorandum makes th 
familiar but valid points that the incidence of the Profits Ty 
falls on the ordinary shareholder, who has to bear the tax j 
respect of profits required to pay preference dividends. It gop. 
stitutes a specific impost on corporate savings, and tends 
encourage financing by loans and prior charges (interest on which 
ranks as an expense) instead of more healthy capitalisation by 
equity shares. 

The memorandum discusses three distinct ways of miti 
the consequences of the tax. The first is to abolish the profix 
tax completely, and to confine the taxation of corporate i 
to the general income tax. That is frank and logical. The secon) 
is to change the tax from one on profits to a distribution ty 
on ordinary and participating non-cumulative preference diy). 
dends. And the third would restrict the profits tax to distriby. 
tions actually made, giving the Crown an option to levy th 
general rate on ordinary dividends (that is, 25 per cent or any 
lower rate that may be fixed) or alternatively to levy a lower 
rate (say 10 per cent) on the sum of the ordinary and fixe 
preference dividends. 

The second and third suggestions bear the mark of compromise 
between what is required (that is explicitly stated in the proposal 
for abolition) and what may be feasible. But it is doubtfyl 
whether there is any justification in fiscal logic for imposing a 
special tax on any particular type of legitimate income—apar 
that is, from the acceptable distinction between earned and 
unearned income. And apart from this point, the attempt t 
provide an option by which a company with relatively small 
preference obligations obtained partial relief while the Crown 
obtained protection in cases where preference obligations are 
relatively high would itself demand the closest scrutiny ; in certain 
cases such a remedy could hardly work equitably. 


Industry 


Steel Output in 1948—and 1949 


_ Technical advance, the team spirit and determined efforts 
in the procurement of raw materials enabled the steel industry 
to exceed its target in 1948—not only the original target of 
14 million ingot tons, about which the Government was not 
particularly hopeful a year ago, but also the revised target of 
145 million tons fixed in May. As a result, the difficulties of 
steel supply—though they are still acute for certain steel products 


in some industries—are far less prominent in industry at large 7 


than they were at the beginning of 1948. 

Output of ingots and castings during the year was 14,877,000 

tons. How was this achieved? The expansion programme has 
begun to make itself felt; new steel melting plant, some new 
blast furnaces, and other installations have come into production. 
Most of the programme of conversion of steel furnaces to oil- 
firing has been carried out. These measures have raised the 
industry’s capacity, and the agreement for continuous working of 
melting plant has raised its effective capacity farther. 
There was, however, a danger at times that the effect of these 
improvements would be partly lost through failure to expand 
the supplies of materials. The pig-iron production target 
(9,200,000 tons) required an increase of about 1,400,000 tons ovef 
the output of 1947, and with the help of the new blast furnaces 
and bigger supplies of coke (though coke supplies are still poortt 
in quality than the industry would like) this increase was 
achieved. The other side of the supply effort was in the home 
collection of scrap, which brought in 4,550,000 tons instead of 
the 3,700,000 tons which were originally expected. At the same 
time, the circulation of scrap arising within the steel industry 
itself was accelerated. Imports of scrap were the most difficult 
supply problem of all, but 800,000 tons were eventually brought 
in ; most of this was booty from western Germany. 

For 1949 the industry has before it a target of 15 million 
tons. Its capacity can probably now be put at 154 million tons; 
the target can therefore probably be attained, and could, with 
good fortune, be excesded by 250,000 tons or so. But to hit the 
target will itself require further improvements in the supply of 


materials. To maintain the home scrap collections at their le 


of the past year may be difficult. It would be desirable, if it is 
possible, to increase imports to 1,300,000 or 14 million tons 
The bulk of the imports can only be obtained from Germany: 
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and it has to be remembered that the Ruhr steel industry, too, is 
expanding its production and using more scrap. The British 
steel industry believes, however, that the Gerntans could supply 
the quantity needed if their system of collection were made 
more efficient ; it is not efficient at present. An alternative would 
be to expand pig-iron production by importing more rich ore ; 
but American demand for Swedish and other high-grade ores 
is not likely to slacken, and a large increase in supplies of rich 
ore to Britain—quite apart from an expansion of coke supplies— 
is unlikely in 1949. 


* * * 


Output and Costs in the Mines 

The new vear did not open auspiciously in the coal mines ; 
output of deep-mined coal was 3,624,400 tons, and this, even 
after allowing for the loss of about 340,000 tons through New 
Year holidays in northern coaifields, shows barely any improve- 
ment over the rate of production a year ago. Lord Hyndley 
said this week that the National Coal Board had set itself a target 
of 210 to 215 tons of deep-mined coal for 1949. There is ‘no 
ambitious manpower target this time: it is intended to bring 
the labour force in the mines up to 736,000 by the end of the 
year, an increase of 10,000 over the present figure. More 
important, as the Coal Board sees it, is an increase of 15,000 in 
the number of face-workers. This was one of the proposals 
adopted by the joint output committee, and there can be little 
doubt that progress in 1949 will depend largely on whether ways 
can be found of making those proposals effective. They are 
held up at present by the objections of some important coalfields 
to the suggested procedure for dealing with absenteeism, and 
the Coal Board has to wait until counter-proposals come from 
th: trade union side. 

Effort in 1949 is thus to be concentrated, as it should be, on 
the increase of output per head ; concurrently with the effort to 
secure better attendance, other efforts will seek to get a larger 
proportion of workers at the face and to improve their output 
per shift. This would still be necessary even if total output 
were sufficient, since the Board is also concerned by the necessity 
of reducing costs. Lord Hyndley announced this week the 
appointment of a committee on output and costs, intended 
apparently to produce a common policy—which, it must be said, 
is overdue—on production, labour and finance questions. The 
production member of the Board, Mr T. E. B. Young, will 
preside over the new committee, and the other members will 
be Mr Ebby Edwards, Mr T. H. Lowe, and the director-general 
of finance of the Coal Board, Mr J. Latham. Its purpose will 
be to reduce costs by raising output. 

The hopes which existed that the Coal Board might have 
shown a surplus of about £5 million on its operations in 1948 
are unlikely to be fulfilled ; the Coal Board now appears to be 
thinking of a smaller surplus, perhaps between £2,000,000 and 
£3,000,000. 

* * * 


British Cars in the Export Markets 


The Brussel, Moter Show, which opens next weekend, is 
one of the foreign exhibitions to which British motor manufac- 
turers pay particular attention. This year, having more new 
models to display than in any year since the war, they are sending 
to Brussels the biggest display of British cars yet seen abroad. 
Belgium is much the largest European market for British cars, 
and the Brussels show attracts trade visitors from other countries 
as well. Belgium took 14,294 British passenger cars in the first 
11 months of 1948 and 3,329 commercial vehicles, in addition to 
chassis for completion in Belgium. Only to Australia, the United 
States, Canada and South Africa were more British cars exported. 
The next important motor show after Brussels will be the Geneva 
show in March. The display of British cars which has been 
arranged in New York will open on February 5th. It is a 
private commercial enterprise and is not on an ambitious scale ; 
but most of the principal British makers will be represented. 

Neither the output of 25,700 British passenger cars in November 
(the latest month for which figures are available) nor the month’s 
export total of 19,300 showed the increase that might have been 
expected over November, 1947, when 23,600 cars were made and 
16,100 exported. But output and trade last November were still 
restrained by the effects of the autumn change-over to the new 
models on many production lines—a change which did not take 
place on a comparable scale in the autumn of 1947. A comparison 
ot the exports in the first eleven months of 1948 with the same 
period of 1947 is a good deal more encouraging ; in those eleven 
months 128,800 cars were exported in 1947 and 178,600 in 1948. 
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In the distribution of these exports the most notable change. is.iq 
trade to the United States, which took 21,854 British cars in 
eleven months as against a negligible number (510) in the same 
period of 1947. Exports to Argentina were disappointing (¢ 
Cars, as against 3,121 in the same period of 1947), but exports 
to Brazil, formerly a small market which was not shown separat 
in the statistics published by the Society of Motor Manufacturers 
and Traders, rose sharply to 6,275. The effort to sell British cars 
in Canada has had an appreciable success ; exports to that market 
expanded from 1,863 cars to 12,864. Sweden and Switzerland 
took fewer British cars than in 1947 ; it is here that the beginnj 
of German competition may have been felt. The proportion of 
British car exports taken by the Commonwealth remained at about 
57 per cent; but exports to the American continent have been 
increased, while car exports to Europe have shown a relative 
decline. 
* * * 


Disquiet over German Car Exports 


In the light of these British export figures the fuss about the 
Volkswagen exports from Germany seems disproportionate, The 
Society of Motor Manufacturers and Traders is uneasy about the 
rising German car output and about the fact that German car 
deliveries to Switzerland and other countries are still being made 
at prices based on the conversion rate (17 cents to the mark) 
which prevailed for this class of German exports before currency 
reform. The old conversion rate gives a price for the Volkswagen 
of about £250 f.o.b. The Volkswagen, for all its mechanical 
ingenuity, is a cheap mass-produced small car with a short expecta- 
tion of life, and this is not an unreasonably low price ; the ultimate 
purchaser has to pay a good deal more. If future export contracts 
are based (as they will be in the ordinary way) on the new conver- 
sion rate of 30 cents, the new price—about £450 f.o.b.—will be 
unreasonably high and will go a long way to disqualify the Volks- 
wagen from competition in the export markets. 

Reports from Frankfurt indicate that the existing export con- 
tracts are to be completed at the old price. This might be sinister 
if it represented a deliberate plan to capture foreign markets by 
the use of subsidies. But there is nothing in the export policy 
laid down by the Joint Export-Import Agency to support the 
existence of any such plan; on the contrary, JEIA has acted in 
general as a price-maintaining agency, and the bizonal export 
regulations lay down for all commodities that prevailing world 
price levels are not to be undercut. The fact is that the absence 
of an exchange rate for the mark, combined with the anomalies 
which still persist in the German internal price structure, intro- 
duces confusion and unreality into all German commercial 
relations with the outside world. It is still not easy to tel! what 
the real costs of German production are. But the German firms 
have to recover their own costs, and in the export trade they 
will have to recover them after converting from the foreign 
currency into German at the 30 cent rate. Official determination 
not to devalue the mark has been reiterated, but is unlikely to 
kill the widespread doubt whether the present value is realistic. 
The present management of the Volkswagen undertaking holds 
that the 30-cent rate will make export trade in Volkswagens 
impossible, and its general manager, Dr Nordhoff, in a recent 
Statement suggested a rate of between 20 and 25 cents. 


* * * 


The Volkswagen Undertaking 


It is perhaps not generally known how the Volkswagen under- 
taking is controlled ; its original owners, the two property-holding 
agencies of the German Labour Front, were dissolved at the end 
of the war. British Military Government installed a German 
custodian and established a board of British officers to control 
his conduct of the undertaking. The management works undet 
this supervision, and is ultimately responsible to the British 
Commander-in-Chief until its future ownership is determined. 
The reactivation of the works near Brunswick has taken place 
largely on British insistence to meet the urgent need, both of 
the Germans and of the occupation staffs, for utility vehicles. 
Dr Nordhoff, in his recent statement, said that production at the 
works had risen from 8,940 cars in 1947 to 19,220 in 1948, and 
from 1,070 cars last January to 2,306 in December. During the 
year the number of man-hours required to make a car had been 
cut from 198 to 148. 

In 1948 3,382 of the cars produced were delivered to the occu- 
pation authorities, 4,500 went to export, and 11,438 were delivered 
to Germans (many of these for official use). The unsatis 
German demand is still very large. Production is sold out for 
nine months ahead, and new orders are not being taken at present. 


It is planned to produce 40,000 Volkswagens in 1949, to continue 
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deliveries to the existing export markets (Switzerland, the Low 
Countries, and Sweden) and to enter new markets ; Volkswagens 
are to be offered to all the foreign motor shows this year. 


x * * 


Engineering Productivity 


The TUC series of conferences on productivity in individual 
industries, which were projected at the conference of union 
executives in November, opened with engineering and ship- 
building. Members of the General Council’s production commit- 
tee met the executive committee of the Confederation of Ship- 
building and Engineering Unions last week to discuss ways of 
securing the improvement in efficiency which is essential if the 
stiff export targets which have been set for the next four-year 
period are to be reached, These talks were exploratory, and the 
proposals will be discussed in greater detail by the Confederation 
executive before a further meeting is held with the TUC. It is 
something, however, that a start has been made. 

The pursuit of higher productivity and the detailed search for 
bottlenecks are best conducted in the workshop. Here the unions, 
as well as the managers, are faced with the difficulty of making 
an impression on the individual worker at his bench. This diffi- 
culty is recognised by the union leaders, who spent much time 
discussing “ workshop information” and who believe that more 
encouragement to jolt production committees could do a great 
deal to overcome it. “These committees have their limitations, 
but where they are effectively organised they can act as a useful 
channel of information and help to break down the traditional 
hostility between the two sides of industry. In this, too, the 
shop stewards can play a valuable part, and Mr Jack Tanner, the 
president of the Amalgamated Engineering Union, is rightly con- 
cerned with the need for providing better training for shop 
stewards and giving them a greater sense of responsibility. What- 
ever sound and sensible advice may come from the TUC and the 
union leaders, if the shop stewards are hostile or indifferent the 
drive for greater productivity will be a waste of time. 


x * * 


Mr Hitchcock and the Ten-minute Take 


The financial state of the film industry has stimulated interest 
in new techniques of production which promise to reduce costs. 
One, the “ independent frame ” method, was discussed in a recent 
Note in The Economist. Mr Alfred Hitchcock in his recent films 
has been pursuing a different line of innovation, and his descrip- 
tion of it in a lecture to a technical audience appears in the 
current Cine Technician. Its main features are fuller preparation 
of the script, longer “ takes,” and the shooting of the scenes so 
far as possible in the sequence in which they are to be used. 

The customary method by which the editor in the cutting- 
room assembles the scenes into a film after they have been shot, 
discarding what he does not want and calling for new “ takes ” 
to fill any breaches in continuity, is thus reversed, and editing 
and cutting are performed on the script instead of on the film. 
This eliminates the waste of shooting scenes which will later be 
perhaps totally cut. It ensures that each scene will be related 
to what has preceded it and to what will follow ; it saves the extra 
and expository shots which may drag out the production time— 
and which, Mr Hitchcock claims, an intelligent audience can 
identify as interpolated matter. 

He therefore defends his method on its aesthetic merits as well 
as On its economies ; he concedes that it does not entirely displace 
the accepted methods, but claims that a director should be ready 
to go back to a discarded method or adopt a new one where 
the subject requires it. But the method he outlined was used 
m Rope and in the more recent Under Capricorn. In these two 
films the savings in production time were considerable: Rope, 
a film of 7,200 feet (shorter than the average) was shot in 36 
days which included 10 days of rehearsal and five reels of re-take. 
Under Capricorn, a longer and more elaborate film, was made in 
less than ten weeks. Mr Hitchcock claims that the saving of 
studio time is about 25 per cent. The method imposes a greater 
Strain on ihe actors, who may be required to play continuously 
before the camera for anything up to ten minutes together, 


* * * 


A Belgian Refinery Resumes Production 


The oil refinery of Redeventza S.A. Belge at Antwerp, which 
was badly damaged during the war, has undergone a rapid recon- 
struction and will resume working this month. About 120,000 
tons of Middle East crude a year will be refined at Antwerp for 
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marketing by the Belgian subsidiary of the Anglo-Iranian Oil 
Company. Redeventza S.A. Belge has decided at the same time 
to change its name to “ Albatros ” S.A. pour le Raffinage de Pétrole, 
and this was done at a recent general meeting. 

It was also announced last week that following changes in 
the shareholding of the company the board has retired and a 
new board has been elected. One member of the new board is 
Mr H. Stuart Ebben, chairman of Manchester Oil Refinery 
Limited. Mr Ebben’s membership of the board represents not a 
financial participation but a working arrangement by which the 
Manchester Oil Refinery group is to give technical assistance. 


Finance and Trade 


Higher Bank Profits 


The profits record of the principal banks for 1948, completed 
on Wednesday by the announcement of the preliminary figures 
of the Westminster Bank, confirms the general tendencies dis- 
cussed in these columns last week. It Was then suggested that 
favourable influences upon bank earnings—principally that the 
banks again employed a larger volume of resources, and were able 
to use a bigger proportion of the additional funds in loans and 
advances—more than outweighed the effects of the continuing rise 
in costs. Hence it was concluded that the curve of net earnings 
was still rising, though probably now with a tendency to flatten 
out. Aggregate net profits of the Big Five banks are now seen 
to have risen from £8,015,000 to £8,395,000, and thus comfortably 
surpass the peak of £8,188,000 reached in 1945. Somewhat 
unexpectedly, the increase is rather larger than that achieved in 
1947—4.7 per cent compared with 0.9 per cent. Most of this 
difference is, however, due to the particularly large increase 
reported by one bank. Each of the Big Five banks, and Martins 
and the District as well, shows an increased profit, but whereas 
Barclays reports an increase equivalent to no less than 14.8 per 
cent, the increases of the other Big Five banks range from 1.2 per 


Bank Prorits, 1945--1948 
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} Changes 

| 1945 | 1946 147 | 1948 | im 

| | 1948 
- } } | 

£ £ £ £ fi deep: 
Barclays (14°%) 6.0 ..4.2csc40- 1,740,594 | 1,676,403 | 1,637,706 | 1,879,943 | 1414-5 
Lloyds (12%) ......ccs05.. ‘| 16295859 | 1'583,378 , 11635622 | 1,674,329 | 142-4 
Midland (16°) .............. 2,056,274 | 1.987.148 | 2,002,570 | 2:025,728 | 141-2 
National Provincial (15%) |... | 1/356,025 | 1331071 | 1/347,929 | 1,383,387 | 142-6 
Westminster (18%). ...-+. 0004 1,405,592 | 1,366,622 1,391,076 | 1,431,532 | 142-9 

' } 

“ Big Five” Total 8,188,444 7,944,422 8,014,893 8,394,919 244-7 
District (18}%) ..sseeseceeae 450,832 | 487,276 503,796 | 525,432 | 144-4 
Martins (15%) ...+..200. :.11 | 645,807 | 708,763 | 711,951 | 719,520 | 141-1 
“ Big Seven ” Total (2444 


| 9,285,083 9,140,481 9,230,620 | 9,639,871 | 
cent to 2.9 per cent. Bank profits as published are, however, a 
notoriously unreliable guide to the precise trend of true earnings, 
and differences in accounting practice from bank to bank make 
it unwise, at least in the short period, to draw firm conclusions 
from the variations shown in their published figures. It is most 
improbable that the underlying earnings experience of Barclays 
Bank has diverged as markedly from the general trend as these 
figures might suggest. It is much more probable that the relatively 
large movement shown by Barclays this year derives mainly from 
accounting differences, especially differences in reserve policy ; 
and, in this context, it is significant that Barclays in 1947 was the 
only bank to show an actual reduction (of 2.3 per cent) in its 
published earnings. 


Needless to say, each of the banks has maintained its dividend 
at the customary rate, but some interesting changes have occurred 
in the treatment of undistributed profits. Barclays’ big increase 
in published profits has enabled it to raise its total allocations 
from £500,000 to £750,000, and the whole of this sum is trans- 
ferred to general reserve, which last year stood at £12,250,000. 
Two other banks, Lloyds and the National Provincial, are also 
concentrating their allocations on the general reserve, with appro- 
priations of £656,000 and {£500,000 respectively. Among the 
allocations of the other banks, the most noticeable feature is the 
increasing provision for premises account. For this purpose, the 
Westminster provided no less than {£550,000 compared with 
£200,000 in 1947, while the Midland has raised its allocation from 
£150,000 to £175,000. These transfers are a clear indication, not 
only of the rising cost of rebuilding, but of the increasing possi- 
bility of undertaking it. 
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New Life Business Maintained 


Last year brought the first check to the massive expansion 
of new life assurance since the war. An appreciable number of 
offices succeeded in breaking their records for new business, 
though by a relatively narrow margin. But the figures for all 
offices show that it was harder in 1948 to get new life business 
than in the booming years of 1946 and 1947. The total new 
business written by the 36 offices set out in the accompanying table 
was £1,000,000 lower at £371.3 million. If the figures of a further 
18 offices are included, the grand total for 1948 becomes £470.3 
million—an increase of {2,000,000 over the previous year. 

These are not figures which suggest a slump of the kind which 
had been forecast earlier in 1948. Indeed, the demand for life 
assurance contrasts sharply with the disappointing results shown 
by other forms of saving. Net National Savings have fallen 
seriously, while the total of new life assurances. has remained 
relatively unchanged and the volume of premiums probably 








New Lire AsSURANCE—SUMS ASSURED BY 36 OFFICES 








({ Million) 
Meee oe eae i | | 
Oftice | 1958 | 15 | 196 | 1947 1948 
| 

ASOD i cb cnin be weecencdessnes | 4-0 2-3 3-9 4:8 39 
OS See 3-4 3-6 6-9 8-0 8-1 
British Equitable .........00. 0-9 0:5 0-8 2-6 2-4 
Caleta sos cies on 040 ueek 21 1:2 2-2 2-6 2-4 
Clerical, Medical & General... 2-7 1-2 3-4 4-3 4-6 
Commercial Union ........+6s 6-0 5-7 9-9 12-1 14-1 
( 3:3 7-7 16-4 20-4 21-6 
E 10-3 16-3 20-7 31-6 38-0 
l 2-0 1-9 3-9 4-1 3-9 
Eq 3:5 1-0 17 | 2-1 2-7 
Fr 2-7 2-2 39 7:0 76 
Gr 3-8 4-2 6-4 3-0 3-4 
Gi 1:7 2-7 3:4 3:4 4-0 
Lav 2:8 1-9 3-4 4:3 3:4 
Le 7:2 6°8 8-9 13-3 16-2 
L 2-9 1-9 4-0 4:8 5-1 
L 2-6 2-4 5-0 5-5 5-7 
Lor 2-7 2-2 3-7 4°6 4-4 
Lon 2-7 1-2 1-8 2-3 2:0 
Nat 1-1 0-7 1-2 1-4 1-9 
N 2-0 11 2-6 3-3 3-8 
Nor 1-3 1-6 29 3:6 3-4 
N 11-7 11-6 23-6 32-3 28-5 
e 8-2 7-7 14-5 19-0 15-8 
t 28-3 28-0 69-0 89-0* 83-0* 
79 6-0 11-5 15:9 13-6 
) 5-2 4:0 e es 

Royal Exchange........-..e. 4-4 2:2 4-2 . . 
Scottish Amicable.........20 | 2-1 1-4 35 4-4 4-7 
Danhtith £0.00 cisceseonese i 2-3 0-8 3-0 3-9 3-4 
Scottish Provident ........++. | 3:2 1-5 39 4:3 4-1 
Scottish Widows.........-.e0 5:2 3-0 6-9 8-8 10-4 
Standard Life... i vice; os ene 4-9 2-9 7:2 16-4 18-6 
United Kingdom Provident... 5-1 2-2 4-3 13 5°5 
Wesleyan & General ......... 1-5 1-5 3-2 33 3:5 
Verge . aids ocba's ces siondes 3-0 1-9 4-0 5:3 5-0 
PONE disks vik as ote sey 164-7 145-0 | 283-4 | 372-3t | 371-3t 


. Business completed in United Kingdom : 1947, £68 million ; 1948, £59 million. 
{ When the results of a further 18 oftices are added the figures are £470°3 million in 1948 
against £468-3 million in 1947. 











increased. It may be that the life figures for 1949 will reflect 
more closely the waning boom in new business. Perhaps some 
people have been paying life assurance premiums out of money 
dissaved elsewhere and have less scope to do so today. In 1946 
and 1947, the boom in life assurance was occasioned in part by 
men returning from the Forces who were for the first time 
assuming family responsibilities, and in part by inflation which 
made saving relatively easy for many sections of the community. 
Neither of these two forces has entirely spent itself, but each 
is much less powerful than it was. The insurance industry may 
well be satisfied with its new business in 1948—and perhaps a 
little less certain of being able to repeat the figures in 1949. 


* * * 
A Year’s Exports 


British exports in December totalled £145.7 million and 
although they were £1,400,000 lower than the record level 
attained in November, they were, nevertheless, 3 per cent larger 
per working day. Imports amounted to £178.7 million in 
December, and were £2,300,000 lower than in November; the 
“ apparent visible adverse balance "—a term used by Sir Stafford 
Cripps on Thursday, although some months ago he declared that 
this concept was mislesding—declined to £26} million and was 
the lowest for any month since January, 1947. Total exports 
and re-exports for the year reached £1,648 million (f.0.b.) com- 
pared with total imports of £2,080 million (c.if.). Thus the 
“apparent visible deficit” which was £251 million in the first 
half of the year, fell to £181 million in the second half, and 
totalled £432 million for the twelve months. 





THE ECONOMIST, Jurwary 15, 19 


The volume of exports in December has not yet 
announced but it is certain to be smaller than the N 
figure of 48 per cent above the 1938 level. For the year agy 
whole, the provisional volume of exports has been estimated 
36 per cent above 1938—30 per cent higher in the first half ang 
42 per cent higher in the second half of the year. The e 
target of 150 per cent of the 1938 level was based on an mee 
for the whole year of 30 per cent over the prewar volume—gp 
increase of 25 per cent in the first half and 36 per cent in th 
second half. Thus the export target for 1948 has been achieved 


* * * 


Issuing Houses Report 


The third annual report of the Issuing Houses Association 
catalogues a full year of activity for the executive committee ig 
its efforts to make the capital market as effective an instrumey 
as possible under restrictive conditions. The committee hy 
again conceived its functions broadly. Its main concern appear 
to have been towards the abolition of the bonus duty. In discus. 
sions with the Governor of the Bank of England the Association 
has stressed the injurious effect of the duty on the raising of 
new capital and its tendency to drive needy industrialists to the 
banks for the provision of capital. Almost equally urgent has 
been the attempt to achieve a reduction in the ad valorem stamp 
duty. The committee has rightly stressed the severe effect of 
the 2 per cent duty on fixed interest bearing stocks, particularly 
those in the short and medium term categories, as well as the 
generally depressing influence of the duty on the turnover of the 
Stock Exchange as a whole. These recent representations to the 
Governor should provide a timely warning to the Chancellor 
of the withering effect of both measures on the effectiveness of 
the machinery of the City. 

The vexed question of reducing the delay of the Capital Issues 
Committee in dealing with applications has also been taken up— 
this time with the chairman, Lord Kennet. Again the results 
appear to have been fruitful within limits. Lord Kennet, for 
his part, has pointed out that applicants themselves might 
help by studying the CIC’s questionnaire carefully and following 
its directions fully. He also suggested that they would do 
well to familiarise the appropriate Government department with 
the essence of the project proposed to the CIC and that the 
price of a new issue could be left until the CIC had agreed 
in principle to an application. The broad sweep of the com- 
mittee’s work is valuable. It is quite justified in regarding 
its year of useful achievement with modest pride, although it 


has not been called upon to deal with any matters “ of a dramatic 
character,” 


* * * 


The Role of National Savings 


_In the shaping of his coming Budget, one of the most 
striking changes of which the Chancellor will have to take account 
is the transformation which has occurred during the past year 
in the réle of National Savings. The efforts of the National 
Savings Movement, which formerly canalised a large flow of funds 
to the Exchequer, and thus substantially reduced the Treasury’ 
need to borrow in other ways, are now, in effect, devoted 0 
muinimusing a net outward flow. In the first nine months of the 
fiscal year 1947-48, all three forms of National Savings contributed 
a net £116} million, before allowing, however, for the interest 
portion of the Exchequer’s disbursements against encashed 
Savings Certificates. In the similar period of the current financial 
year, total encashments and withdrawals actually exceeded new 


subscriptions and deposits by no less than £23} million—als0 


before charging the interest on encashed certificates. In both 
cases the figures make no allowance for the large sums which 
have been disbursed to holders of maturing Defence Bonds issued 
during the early years of the war. During the nine months 0 
end 1947 these redemptions totalled about £74 million; in the 
past nine months they have absorbed nearly £514 million. 

the interest on encashed certificates is reckoned at an average 
of £450,000 a week, this means that the Chancellor, in the curr 


year to date, has had to find altogether no less than £92 million 
after taking “credit for all new savings. “ 


There is, fortunately, now a gap in the maturities of Defence 
Bonds, so that repayments of these securities are virtually com 
fined, for the present, to the so-called prior encashments. Apaft 
from this, however, the underlying trend still seems to be 
deteriorating. The experience of the past few weeks has, 
course, been dominated by Christmas spending. In the five weeks 
to January Ist encashments and withdrawals totalled £89 million, 
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compared with under £82 million in the corresponding weeks 
last year, while the net figures, on the official definition, revealed 
a minus of no less than £19 million compared with a plus of 
£14} million in 1947. The comparison was only a little less 
unfavourable, however, in the period before Christmas influences 
exerted themselves. The National Savings Movement normally 
looks to the autumn season, the period of recuperation from 
holiday spending, to provide one of the best phases of the year. 
But in the eight weeks to end November last, the net contribution 
was only about £10 million, in contrast with £32 million in the 
similar weeks of 1947. The current quarter should make good at 
Jeast part of the inroads of the past few weeks, but it now seems 
most improbable that the Movement will end the year with a 
net contribution to its credit—despite the exclusion of interest 
on encashed certificates and of redemptions of bonds from its 
statistics. 


* x x 


Capital Issues 


This week’s issue of Records end Statistics includes the 
annual figures for capital issues which have been computed by 
The Economist over a very long period of years. Briefiy sum- 
marised, the figures show that issues by direct public offer fell 
last year from £414.9 million in 1947 to £261.9 million, while 
the total for all capital raised, including placings, was similarly 
reduced from £524.7 million to £363.3 million. The fall is 
attributable to the much reduced level of Government borrowing 
and to a more moderate fall in company issues (£236.5 million, 
including permission to deal, against £236.5 million), which 
clearly shows the effects of the bonus issues tax in restraining new 
issues and driving would-be industria] borrowers to the banks. 
The figures do not, of course, include the issues of Transport 
Stocks, since they were in the nature of conversion operations. 


* * * 


How Much Tobacco ? 


Eighteen months ago, the Government suspended the purchase 
of tobacco from the United States owing to the dollar crisis. At 
the beginning of 1948, there were second thoughts, and-it was 
agreed to import 140 million Ib during the year—some 70 per 
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cent of the prewar volume of imports. The Government ha@ 
since declared that imports of American tobacce would not be 
increased. Indeed, it seems to have fought hard against a large 
allotment of Marshall dollars to pay for more American tobacco 
and apparently won. By contrast, the American Department of 
Agriculture has plans to grow 6 per cent more fiue-cured tobacco 
this year than in 1948 when the harvest, a large one, amounted 
to 1,810 million Ib. Britain is the only important market which 
takes this type of tobacco, though the American authorities may 
hope to cultivate a taste for virginia tobacco elsewhere in Europe. 

Discussions between the Board of Trade and the Department 
of Agriculture are to take place this month, in which the future 
programme of tobacco imports will be matched against the avail- 
able dollars. The Chancellor of the Exchequer is known not to 
favour any increased expenditure of dollars on tobacco. The 
Treasury has also found unacceptable the American growers’ 
offer for an extended system of payments, provided Britain were 
to raise the level of tobacco imports to its prewar figure of 
200 million Ib a year by 1952. It is difficult to draw the line of 
compromise between an importer short of dollars and an exporter 
flush with tobacco. If Britain fixes a definite sum of dollars to 
be spent on tobacco, the actual quantity purchased would depend 
on the price. But since President Truman is committed to 
supporting agricultural prices at a relatively high level, any sharp 
fall in the price of tobacco—and therefore an increase in the 
volume of British purchases of tobacco from America—would 


seem improbable. 
* 3 . 


Problems in Nitrogen 


Nitrogen is as important in peace for fertilisers as it is in 
war for explosives. Synthetic production was first developed 
by Germany during the first world war, and world capacity 
expanded so rapidly that by 1939 it was almost twice the level 
of total world demand, Since the recent war, production of 
nitrogen has continued to increase, but supplies are well below 
requirements. According to statistics published in the annual 
report of the British Sulphate of Ammonia Federation, world 
production for the year ended June 30, 1948, amounted to 
3,332,800 metric tons, compared with 2,964,900 tons in 1938-39, 
while consumption reached 3,358,000 tons against 2,958,100 tons 
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‘Not old Mae ?.. 
I ean’t s 
believe it!° i ¢ 


The news came like a thunderbolt to 
everyone in the firm. Old ‘Mac’ of all 
people — such a gentlemanly old chap! * 

He had been with the firm for donkey’s i 

years — started as an office boy and must have handled untol& 
thousands of pounds as chief cashier. One day an auditor's query 
led to a thorough-going investigation, and ‘Mac’ dazed and white- 
faced, went straight to the Managing Director. He had gone on for 
a year and more stealing cash and falsifying the books in a desperate 
attempt to recoup losses on investment deals. Hundreds of such cases 
are reported every year, and more occur but are not made public. It is 
part of the duty of wise management to provide against such risks, 
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in the prewar year. These figures exclude the Soviet Union 
and for the postwar years Russian-controlled areas of Asia as 
well. Both production and consumption in 1947-48 reached 
record levels. The increase in consumption arises, of course, 
largely from making good the arrears in fertilising during the 
war years and to the intensification of food production. Had 
supplies been freely available last year—nitrogen is stili subject 
to international allocation—world consumption would have been 
larger. 

Since 1939 the main changes have been on the side of pro- 
duction. Before the war Germany had a surplus ; it now suffers 
from a serious deficiency. So does Japan, which in 1939 was 
almost self-sufficient. Production in Britain and in certain other 
European countries has expanded and the output of Chilean 
nitrate is also larger than in 1939. But by far the most striking 
expansion in production has taken place in the United States ; 
for 1947-48 it was more than treble the prewar level and it 
represented one-third of the world’s output. ' 

Before the war the United States met only two-thirds of its 
nitrogen requirements ; as a result the American market for the 
remaining one-third provided a “safety-valve” for producers 
operating within the prewar international marketing agreements. 
Now that the United States is an exporter, it follows that any 
future agreement would be difficult to operate unless Germany 
were to continue to be unable to meet its own needs. The world 
shortage of nitrogen should be overcome by 1950; serious com- 
petition can then be expected, especially if the Soviet Union 
decides to export in order to maintain a high level of output. 
Its own capacity expanded during the war years and it has also 
taken over a large part of Germany’s plant. 


* * * 
All Quiet in Tin 


There is still no official news about the proposed tin scheme 
although it is known that member countries have been studying 
draft proposals. There is equally little or no official news about 
America’s stockpile purchases of tin. Reports from the United 
States suggest that the Munitions Board intends to accumulate 
300,000 tons of tin by 1953. Yet its total purchases for the 
1948-49 fiscal year, as forecast by the Board a few months ago, 
were limited to 4,500 tons. If the 300,000 ton target is to be met, 
American purchases of tin during the next few years would need 
to be heavy, for the current commercial demand is about 63,000 
tons annually and under freer conditions might possibly be more. 
The scale of official purchases by America would therefore cer- 
tainly have to be regulated if any marketing scheme is to work, 
and their subsequent disposal would also have to come within 
the scope of the new agreement. 

Since January of last year, the American price for Bolivian tin 
under the two-year contract was made dependent on the price 
of Malayan tin in New York. When the latter rises then 
the Bolivian prices rise correspondingly. The present price 
of tin seems adequate for both Bolivian and Far Eastern pro- 
ducers. Last summer the Malayan tin producers were given 
reason to believe that the price then fixed (£554 a ton) would 
remain in operation for 12 months. They showed some anxiety, 
at the previous fixing of the price at £500 a ton twelve months 
ago, that some restriction of output might ensue. In fact, tin 
production has shown a fairly steady expansion during the current 
year. World production for the first nine months of 1948 totalled 
110,100 tons, equivalent to an annual rate of 146,800 tons, com- 
pared with 113,500 tons in 1947. During the same period world 
consumption totalled 104,000 tons, equivalent to 138,700 tons in 
a full year against 132,600 tons in 1947. The present high price 
for tin is clearly tending to equate demand with supply, although 
the system of international allocation is still in force. It may 
therefore be surmised that any major change in the price of 
tin is improbable before next summer and then, unless infla- 
tionary conditions continue, it may possibly decline. 


* * * 
Threat to Jute Supplies 


The seriousness of the jute shortage in Britain is at last 
revealed in official statistics. At the end of November stocks of 
raw jute touched 24,500 tons—the lowest on record. This 
quantity represents barely three months’ supply, for the rate of 
consumption during the first nine months of last year averaged 
2,000 tons a week. In October, consumption showed a slight 
fall to 1,880 tons a week while the weekly average for November 
was only 1,580 tons. 

As yet there is little chance of improvement in supplies. The 
Pakistan export quotas for the second half of the season were 
announced last week, and Britain was allocated 37,000 tons—the 
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same as in the first half—out of a total of 67,000 tons. The next 
largest recipients are France (8,000 tons) and Russia (6,000 tons) 
But the problem of shipment remains. Part of the 37,009. 
will no doubt come through Chittagong but a large Proportion 
will still have to come through Calcutta. And the fact that the 
Pakistan Government has issued an export licence is no gu 

that the Indian Government will facilitate shipment from 
Calcutta. 

Perhaps the settlement of the Kashmir dispute holds th 
promise of better co-operation between the two new Dominions 
In the particular case of jute, it should not be impossible to devise 
a scheme which is acceptable to both countries and which @ 
the same time enables adequate supplies to be shipped abroad 
Admittedly India is anxious to keep the Calcutta jute mills fully 
employed. Pakistan, however, is no less anxious to earn foreign 
exchange, including sterling. Good relations between the two 
sides would surely allow uninterrupted transit trade for Pakistan's 
exports through Indfa’s ports, 


Shorter Notes 


The negotiations in Berne for a new Anglo-Swiss Monetary 
Agreement have been temporarily interrupted by the return of 
the British delegation to London for consultation with th 
Government. Official quarters in London explain that it was 
always thought probable that these negotiations would need t 
be undertaken in two stages. Particular difficulties have arisen 
from the substantial expenditure of the overseas sterling area in 
Switzerland and from an increase in financial claims on London 
caused by transfers from both inside and outside that area, It 
is stated that the nature and extent of these demands could not 
be ascertained without expert investigation on the spot, so that 
the first stage of the main negotiations had to be exploratory and 


fact finding. The talks are expected to be resumed in Berne 
shortly. 
* 


Total output of cotton and cotton waste yarns in 1948 was 
890,350,000 Ib. ; the quantitative yarn target of 900 million Ib. 
was therefore missed by only a narrow margin. The other yarn 
target—a rate of output of 20 million Ib. a week by the end of 
1948—was missed by a much bigger margin. Average weekly 
production in December was 18.02 million lb.—a lower average 
than in November (18.36 million Ib.), although the week ended 
December 18th yielded the best production figure since the war 
(18.53 million Ib.). 

* 


Increased prices for certain steel products were announced by 
the Ministry of Supply this week: they are attributed to the 
recent increases in the prices of spelter, nickel and chrome, and 
apply only to certain alloy and treated products which represent 
a small proportion of total steel supplies. Among the products 
concerned are nickel-bearing alloy steel billets and bars, galvanised 
sheets, and galvanised hot-finished tubes and pipes. 

* 


The Kaffir share market has been disturbed this week by the 
demand submitted by the South African Mineworkers’ Unios 
for a primary increase of 30 per cent in basic mineworkers’ wages 
The Mineworkers’ Union estimates that the increase wo 
involve an addition of approximately £1,000,000 to the industry's 
wages bill, but other calculations put the figure at more thai 


double that amount. 
* 


A circular to shareholders issued by the British South Africa 


Company, “Chartered,” confirms recent rumours that unofficial 


members of the Legislative Council in Northern Rhodesia are 

pressing for legislation to be introduced for the taxation of the 

company’s revenue from mining royalties. The shares 

“ Chartered ” have fallen this week by no less than gs. 6d., to 53% 
‘ : 


The French Government has suspended the further requisition 
ing of sterling securities in French ownership. Under 
Anglo-French payments arrangements now superseded by the 
intra European payments scheme, France was given facilities 
cover its sterling deficit from the sale to the Bank of Engl 
of sterling securities in French ownership. About {£21 millio® 
of sterling securities were repatriated in this manner. Since the 
French authorities can no longer use sterling securities to covet 
the French deficit, the necessity for the requisitioning has end 
French holders are not absolved, of course, from the obligatio® 
to declare all foreign assets to their own authorities. 
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COMPANY MEETINGS 
De eae 


THE GREAT UNIVERSAL STORES, LIMITED 


RECORD TRADING PROFIT 


MR ISAAC WOLFSON’S REVIEW 


The thirtieth ordinary general meeting of 
The Great Universal Stores, Limited, was 
held, on the 6th instant, in London, Mr 
Isaac Wolfson (chairman and managing direc- 
tor) presiding. 

The Secretary (Mr L. A. Renshell) read 
the notice convening the meeting and the 
auditors’ report. The following is an extract 
from the chairman’s statement circulated 
with the report and accounts: 


Your directors are again pleased to be able 
to place before you a report which, in dis- 
closing the record consolidated trading profit 
of £2,928,448 will, I feel, be regarded as 
eminently satisfactory in its clear indication 
of the continuance of the steady and profit- 
able progress of your company’s business that 
has been proceeding in recent years. 

I think it will be agreed that the consoli- 
dated balance-sheet provides impressive 
evidence of the magnitude and strength of the 
organisation controlled by your company. 
The inclusion of the Jays and Campbells 
group has inevitably resulted in a substantial 
increase in the figures shown in relation to 
last year, so that the items for this year are 
not comparable. It would not have been 

sible to prepare comparative consolidated 

gures for the whole group in the manner 
required by the Companies Act without con- 
siderable further delay in publishing the 
accounts, and therefore comparative figures 
have not been shown. Next year the difli- 
culty will not arise. 


TOTAL NET ASSETS 


The total net assets amount to £16,123,022, 
of which £7,133,193 is attributable to the 
interests of outside shareholders in subsidiary 
companies. The balance of £8,989,829 repre- 
sents the net interest of The Great Universal 
Stores, Limited, in the group as a whole. 
This amount of £8,989,829 is made up as to 
issued preference capital of £2,250,000 and 
issued ordinary capital as at the date of the 
balance-sheet of £1,120,607, a grand total of 
£3,370,607 issued capital, together with total 
reserves amounting to no less than £5,619,222, 


The consolidated profit and loss account 
discloses a combined trading profit for the 
period of £2,928.448. After adding to the 
above dividends and interest received £55,967, 
profit on sale of investments £4,632, and 
mterest on war damage claims £9,535, the 
total revenue from all sources is £2,998,582. 


This result, which represents a very satis- 
fictory increase over the previous year’s 
figures, has been achieved despite reduced 
Margins and increasing costs in many direc- 
tions. It has only been possible to secure this 
tate of profit by a considerable increase of 


the group’s turnover as against the previous 
year. 


The net dividend paid to ordinary stock- 
holders represents only a fraction over 1d. in 
the £ of the year’s turnover of the group. 
Such a modest distribution to stockholders 
therefore represents an infinitesimal part of 
the cost of goods to consumers and is small 
recompense for the risks of investment in 

uncertain times. 


In view of the results shown your board 
would have been fully justified in recom- 
mending an increased dividend, but in accord- 
ance with the Chancellor of the Exchequer’s 
call for dividend limitation, we are only 
recommending a final dividend on the ordi- 
Mary stock of 27} per cent., less tax, which 


makes the total dividend for the year 40 per 
cent., less tax, as for the previous year. 


GENERAL REVIEW 


The year under review was not an easy 
one for distributive businesses with the con- 
tunuing trend towards reduced margins and 
increased operating costs. These difficulties 
were also aggravated by economic uncer- 
tainties and the controls upon so many 
aspects of business activity which continually 
militated against natural development of trade 
and the normal expansion of demand for 
consumer goods. 


I cannot claim that we have overcome all 
the difficulties which have been presented to 
us, but I do believe that we have achieved 
something more than average success, a claim 
which, I think, is borne out by the record 
turnover and profit for the year. 


In my previous addresses to you I have 
made reference to the service we provide in 
supplying a wide range of everyday essentials 
to the mass of the people, and I think our 
record of constantly increasing turnover 
justifies our claim to provide a service and 
value that is appreciated by our customers 
and meets a very real need. 


BOARD’S AIM 


We are determined to be among the fore- 
runners in reducing prices and increasing 
values to consumers. If this aim is to be 
achieved profits can only be maintained by a 
larger scale of business or increased operating 
efficiency and economy, and your board is 
energetically pursuing both these objectives. 


Our manufacturing businesses whose pro- 
ducts are mostly subject to price controls 
have all done reasonably well. These con- 
cerns have never provided more than a very 
small proportion of our supplies and there- 
fore do not compete with our independent 
suppliers from whom we purchase, and will 
continue to buy, the great bulk of our mer- 
chandise requirements. Indeed I should like 
to take this opportunity of expressing my best 
thanks to all our suppliers for their past 
assistance and I know I am assured of a con- 
tinuance of this friendly co-operation. 


EXPORT PROGRESS 


Our export division continues to make 


steady progress and I hope that during the. 


present year our activities in this direction 
will be considerably extended. Our sub- 
sidiary in the Dominion of Canada which 
operates some 96 retail furnishing stores is 
making satisfactory progress, and good profits 
have been earned. I hope shortly to go to 
South Africa to confer with the boards of the 
concerns in which we recently acquired a 
controlling interest and to discuss plans for 
the future. 


I am glad to be able to tell you that the 
turnover and profits of the group for the 
current year to date are in excess of the same 
period last year. My concluding remarks 
refer to our staff and executive. It is obvious 
that the real strength of a business must lie 
in the quality, loyalty and devotion to — 
of its employees. This we have to the full, 
and I know you will join the board and 
myself in recording our sincere appreciation 
to all. 


The report was adopted. 


At a subsequent extraordinary general 
meeting a resolution was passed effecting an 
alteration in the memorandum of association. 
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LAKE GEORGE MINING 
CORPORATION, LIMITED 


DIVIDEND PROSPECTS 


The 12th annual general meeting of the 
company was held in London on the 12th 
instant, Sir Godfrey Fell, K.C.LE., C.S.1., 
O.B.E., the chairman, presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts : 

The consolidated profit and loss account 
shows group profits for the year of £291,799 
to which must be added the unappropriated 
group profits brought forward from 1947 of 
£142,592, making a total of £434,391. After 
providing for depreciation of fixed assets 
£35,950 and Australian taxation £100,000, the 
sum of £296,000 has been transferred to 
general reserve, leaving a balance of £2,441 
unappropriated group profits to be carried 
forward. 

It will be appreciated that, alihough Lake 
George Mines made profits during the year 
to June 30, 1948, the consequent increase in 
their cash balance was used in repaying the 
loan to this corporation. Thus, unti] the 
operating company builds up an adequate 
cash balance, it will not be in a position to 
pay dividends. In the meantime, its profits 
have been transferred to a reserve account. 
It is hoped, however, that during the current 
year Lake George Mines will accumulate 
sufficient surplus funds to enable it to com- 
mence paying dividends. The corporation will 
then be in a position to start paying dividends 
on its own shares, but not, of course, until 
sufficient income has been received to write 
off the debit balance on its profit and loss 
account. After repayment of the loan, Lake 
George Mines Pty., Limited, had cash 
resources available on November 16, 1948. 
amounting to £A.320,000. 

Since the close of the year under review a 
serious labour strike started at Captain’s Flat, 
on October 12, and still continued at the date 
of the issue of the directors’ report. ‘The 
dispute, which has arisen regarding the 
alleged inadequacy of the amount of the lead 
bonus paid by Lake George Mines Prty., 
Limited, has been twice before the Arbitra- 
tion Court, which repeated its earlier recom- 
mendation that the men should return to 
work. The unions, at a recent mass meeting, 
also recommended that the strikers should 
return to work, but the men still refuse to 
do so. 


SALE OF CONCENTRATES 


Satisfactory contracts have been concluded 
by Lake George Mines Pty., Limited, for the 
sale of lead and zinc concentrates up to 
December 31, 1949. With the present favour- 
able prices for lead and zinc, profits should 
be maintained for some time, subject, of 
course, to improved labour conditions. Ship- 
ments of lead and zinc concentrates have been 
temporarily suspended owing to the strike, 
and adequate shipping space is available when 
conditions are again normal. 

In September last the board had the 
pleasure of meeting Mr Tom Owen, the 
chairman of Lake George Mines Prty., 
Limited, and took full advantage of his 
presence in London to ascertain his views on 
a number of important outstanding matters at 
the mine. They take this opportunity of re- 
cording their warm thanks to him for the 
keen interest he takes in the administration 
of the operating company in Australia and 
their full confidence in his ability to guide its 
destinies successfully. The results of the 
year’s operations bear testimony to the energy 
and ability which Mr Tyler has shown, and 
the directors desire to convey to him and 
his staff their, and I hope also your, apprecia- 
tion of the excellent services rendered 
throughout a difficult year. 

Mr F. W. Baker is not seeking re-election, 
for reasons of age and health. He was one of 
the founders and original directors of this 
corporation, in which he has always taken 
the keenest interest. 

The report was adopted. 
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Investment Statistics 


Company Notes 


Henieys.—The preliminary profits state- 
ment of Henleys, the motor car dealers, for 
the year ended August 31, 1948, shows an 
increase in group trading profit before depre- 
ciation and taxation from £275,768 to 
£300,594. The charge for taxation is lower 
at £168,525 (£180,335); provision for 
depreciation has been raised from £8,003 to 
£18,165. The dividend has been maintained 
at 100 per cent. 

Amalgamated Cotton Mills Trust.— 
Further evidence of satisfactory trading in 
the textile industry is provided by the results 
of Amalgamated Cotton Mills Trust for the 
year ending August 28, 1948. Total group 
profit has increased from £735,132 to 
£971,461; net profit is £76,629 higher at 
£297,757. The value of stocks has risen by 
£1,171,991 to £3,361,634; this has com- 
pletely absorbed the previous year’s cash 
balance of £425,233 and a bank overdraft of 
£53,417 was outstanding at August 28th last. 
Since then the position “has eased some- 
what” and cash balances have been restored 
to £237,000. 

Houlder Line.—Earnings of the special 
refrigerator ships of Houlder Line engaged 
in the Argentine meat trade suffered a sharp 
set back in the final quarter of the company’s 
financial year to December 31, 1948. The 
resulting decline in trading profit is 
obscured by the inclusion of extraneous 
profits in the figure for 1947 ; trading profit 
after depreciation for 1948 amounted to 
£276,700 representing earnings on the 
ordinary capital of 8.6 per cent. The 5 per 
cent capital bonus paid in respect of 1947 
has not been paid for the past year, but the 
dividend is repeated at 7} per cent. A new 
general cargo ship to cost approximately 
£578,000 is to be constructed. 


A. Reyrolle.—Following the recent court 
order, the Board of Trade has appointed Sir 
Douglas Thornbury as inspector to investi- 
gate the affairs of A. Reyrolle and Company. 


Capital Issues 


OFFER FOR SALE 


Teacher (Distillers)—Lists opened and 
closed on Thursday, January 13th, at 10.5, 


after heavy oversubscription for an 
offer for sale of £1,600,006 cumulative 4} per 
cent £1 preference shares at 22s. per share. 
The company’s capital corsists of £2,000,000 
in £1,000,000 cumulative 4} per cent {1 
preference shares (subject of the present 
issue) and £1,000,000 in 10s. ordinary shares, 
Net profit after all charges, but before deduct- 
ing income tax, for years ending Septem- 
ber 30th: 1938, £237,277 ; 1947, £235,415 ; 
1948, £277,791 (estimated). Assets as at 
September 30, 1948: Fixed assets, £66,037 ; 
total current assets, £1,391,199; net current 
assets, £988,784. Stocks valued at £1,205,034 
consist mainly of whisky, and at present 
controlled prices exceed the balance sheet 
valuation several times. The preference 
shares at 22s. yield 4.1 per cent. The prefer- 
ence dividend is covered five times by 
average profits of the past 15 years. Of the 
ordinary capital, 400,000 10s. shares are being 
placed at 15s. 6d. 


_BY STOCK EXCHANGE INTRODUCTION 


James Buchanan.—Following the recent 
cquisition of W. P. Lowrie, whisky mer- 
chants and blenders, in exchange for an issue 
of its own preference shares, the preference 
capital of James Buchanan is being intro- 
duced on the London, Glasgow and Edin- 
burgh Stock Exchanges. The company’s 
share capital is £1,144,623 in £640,553 cumu- 
lative 6 per cent £1 preference shares and 
£504,070 in £10 ordinary shares. The ordi- 
nary capital is held by Buchanan-Dewar, itself 
a subsidiary of the Distillers Company. James 
Buchanan, known principally as makers of 
“ Black and White ” Scotch whisky, has main- 
tained a high and stable level of profit for 
many years. Combined profit before charg- 
ing income tax for James Buchanan and W. P. 
Lowrie for years ending March 31st: 1939, 
£835,291 ; 1947, £836,917 ; 1948, £848,268. 
Fixed assets in balance sheet of March 31, 
1948, £147,556; total current assets 
4,904,154; net current assets £4,316,371. 
reference capital covered more than six 
times by assets, and preference dividend 
covered 21 times by profit earned in the latest 
period. At 32s., the cumulative 6 per cent £1 
preference shares would yield 39 per cent. 
Marco Refrigerators.—Dealings opened 
on Thursday, January 13th, in £100,000 
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cumulative redeemable 5} per cent £1 prefes. 
ence shares at around 21s. to yield 54 
cent. Some £105,000 of ordinary Capital jg 
5s. umits are already quoted. The preferengs 
shares (provided dividend is not in 

may be redeemed after September 30, 

at 21s, 6d. or purchased at any time at @ 
below 21s. 6d. The final date for redem 
tion is September 30, 2000. Proceeds y 

be used to repay bank overdraft of £755@ 
and to provide further working capital, Prof 
before taxation, years to September. 30th: 
1939, £6,838 ; 1947, £76,052 ; 1948, £91,103 
Fixed assets, September 30. 1948, £274,773, 
total current assets £179,770, and net current 
assets £19,372. The preference capital 5 
covered 3} times by assets, and the cost ¢ 
the preference dividend 74 times by earnings, 


Austin Motor.—As a result of the receg 
offer of 5s. ordinary shares to existing stock 
holders of Austin Motor, 1,987,292 share 
were taken up as rights, and applications fix 
the 84,624 excess shares totalled 4,397,23% 
shares. Allotment of the excess shares was by 
ballot on the basis of 50 shares to eagh 
successful applicant for 50 shares or over, 


New Issue Prices 


Issue | Pa 
Price} Jan 








Name 

2 (a) | 198 
Atkinson Lorries (Holdings), 2/-.... | 5/14* *h—4 

Do. 5% Red. Cum. Pret...... 20/9*| 20/ 
Austin Motors new (10/- pd.)....... | 25/0 | 17/9—18@ 
Beales Assoc. Cos., 4/-........se000 14/0*, 14/0—4f§ 
Beck (Meters), 5$% Cum. Pref...... 21/9* 20/0—21/3 
Bellow Machine, 2/6..........+++6 5/6* 5/6—5/9 

Do. 5% Cum. Red. Pref....... | 22/0* 21/6—228 
Bental! (E. H.), 5%, Cum. Pref...... 21/0 | 20/9—218 
Bowmans Chem., 4/-.........sec00 1/44*, 7/0—1/4 
Calor Gas (Holdings), 5/-.......eee 20/6*, 21/0—26 


Crofts Engineers (Holdings), 5/-.... 
Do. 5% Cum. Pref. 
ikineten “A Gees pot ek vh0ecan /0 5 
OS A ee 24/0* 23/9-—-24/6 
Do, 44% Unsec. Notes, 54'54-68 | 100)*) 101}—10 
Jacks, (Wm.), 5/- 16,/6*.17/7}-17/1 











SE EAE” 20% tomodencatarat 15/3*, 15/9—16/3 
Newman Hender, 10/-............ 18/14* 18/6-18/1 

Do. ' 53% Com. Pref. . ..... 082. 124/14", 23/9—24/5 
Tyzack & Turner, 5/- .......-+s0% | 26/0, 26/3—-27/3 
Warne, Wright, Pref. ..........0 [20/204 22/10}-253 


eT 


¢ Introduction. 
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SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supp'ement. 


Notes on the following company 


reports appear in the Supplement: Hawker Siddeley Group; Radio Rentals; Raleigh Industries; Thos. Owen; Mann, Egerton, 












































wet 
Price, Yield, 











Prices, | Price, , Prices, Last Two | Price, | Price, || Yield, 
Year 1948 | Name ot Security | Jan. 5, | Jan. 12, Jan. 12, ; Year 1948 Dividends | Name of Security |) Jan. 5, | Jan. 12, |) Jan. 
Jan. 12 | | 
“a 1 i | 1949 ; 1949, 1949 | 1949 |- i siceetaipmaiiiaveeanaics ' "1949 |” 1949 |} 1949 
High | Low |) i a) High | Low (a) (6) (c) | I | 
if Briti unds ii i} ew £s 2 | | | | i! | i 
101% | 100%, | War Bonds 2}% August 1, 1949-51] 100% | 1008 | ine a es % % || Other Securities | \ £ & 
101¢ | 100§ |/Exchequer Bonds 13% Feb. 15, 1950) 100% || 100 | 0 9 0/1 3 5 | 106% | 1014 is (4) |/Australia 34% 1965-69... | 104}xd) 104xd || 2 18 
102 1 \War Bonds 24% March 1, 1951-53. | 1024 |, 102 03 0;1 9 le} % 90 (d) |\Birmingham 2$% 1966-71..)| 95: 96 214 
10 100 |\War Bonds 24% March 1, 1952-54./) 103% || 103% |0 8 8/113 Ge] 8} 5% || 50 ¢| 60 c Anglo-American Corp. 10s..../ 5h | 4.43 
104% 101% ‘War Loan 34% (after Dec. 1, 1952)! 103% || 1034 |1 0 4/2 12 2] 10 7g 25 6} § @/Anglo-Iranian Oil {1....... | Ob 8 3 7 
103 |War Bonds 24% Aug. 15, 1954-56..|| 103 102Hxd) 017 2)119 Oe] 87/6} 69/- || 10 b a ||Assoc. Electrical Ord. fi: +. 78/- | 78/- || 316 
103 1 ||Funding 27% June 15, 1952-57....}) 10 | 10. }1 2 7)2 7 21) 18/3) 62/3 18 ¢} 15 ¢| Assoc. Port. Cem, Ord. Stk. £1) 79/6 79/6 || 315 
106 1 National Def. 3% July 15, 1954-58) 104 xd | 104jxd 1 2 2,2 8 6] 38/6 | - 29/6 | 40 ¢| 40 c \Austin Motor ‘A’ Ord. Stk. 5s./) 32/6 33/9 5 18 
oat 10 iWar Loan 3% Oct, 15, 1955-59....|} 1054 |) 10 [1 2 212 9 Et 84/- 72/9 la 7 b |\Barclays Bank Ord. ‘B’ {1..|| 78/- 78/- 3 
104 100 Savings Bonds 3% Aug. 15, 1955-65); 1044, l034xdi 1 8 21214 5i] 10 3 125 ¢| t12$a | Bass Ratcliff Ord. {1....... 8H 8H || 2 16 
102 96} ||Funding 24% April 15, 1956-61....|| 102% | 102 |}1 4 3/2 7 12) 105/-| 85/-|| 12 6] 8 a British Oxygen Ord. f1..... ; 318 
104 984 |/Funding 3% Apri! 15, 1959-69... 1044 || 104 |1 8 6/215 41] 46/14) 36/- me 5 b |\Courtaulds Ord. {1........ | 38/ 38/3 | 3 
1144 | 1104 Funding 4% May 1, 1960-90... 114% || 114; | 018 3) 212 Se} 32/6| 25/- || 27$6| Ta | Distillers'Co. Ord. 4s....... 29/3 | 29/9 || 313 
103} 97 Savings Bonds 3% Sept. 1, 1960-70); 103% || 103 i 9 9 216 111] 35/- 27/9 8 ¢ 8 ¢ |\Dorman Long Ord. {1...... | 33/6 33/6 | 415 
92 avings Bonds 1, 1964-67)} 93 98 19 2:212 2t} 79/9] 67/6 bel 1c Pe Ene Ord. G -s: 75/6 15/9 | 319 
124 {Victory Bonds 4 L, 1920-76), 116 || 1168 | 1 2 4/215 9°] 53/-| 43/7) 70 Imp. Chem. Ind. Ord. Stk. £1} 49/- | 48/9 || 4 2 
96 |Savings Bonds 3% Aug. 15, 1965-75!) 102% || l0lgxd 111 2/217 81] 6 4 1956] 13}a ||Imperial Tobacco {1....... | 5% Sit | 5 16 
07 os 4% (after Feb. 1, eae 109; xd, ot | 019 4,;213 3f] 4 40/- 10 ¢}| 10 ¢ Lanes. Cotton Ord. Stk. {1..|| 46/-xd) 45/9xd)) 4 7 
024 IC version 34% (after April 1, 1961 | 106g 11 7 3/218 6f /6} 43/9} 10 €| 10 c|\Lever & Unilever Ord. {1...)| 51/3 | 51/3 || 3 18 
|Treas. Stk, (after April 1, 1975 798 {114 8'3 3 3f] 61/3) 41/6 ¢} 10 ¢ London Brick Ord. Stk. {1..|| 53/9 53/9 || 3 14 
914 | Treas. Stk, 3% (after April 5, 1966). 99 113 6;3 11 66/1 | 47/- 31 1% 6 ||/P’chin J’nson Ord. Stk. 10s.!} 52/6 52/6 415 
= Coen aane 3% Oct. 1, 1986-96... : . : 3 % y 63/44) 49, nag . ht a —tectnec Nae oS bees | -_ = : * 
‘Consol ceredose Seeccesevess ¢ |i Mee ED, ore ccnces 
J = a ~ : Gtd. April 1, 1968-7. : * : : 7 . 59/9 IL | ids 12) [Stewarts & Lloyds Def. £1..|| 56/9 56/6 || 4 ; 
: . 6 a |“Shell” Transpt. Ord. Stk. £1)| 75/Thxd) 73/9xdi) 2 
Brit. Trans. 112 7/219 Té 7 liye 6 Tube Invst. Ord, Stk. FE ve ok 315 
110 8|217 90, 6 @ | Turner & Newall Ord. Stk. £1); 83/6xd| 84/-xd)| 3 11 
Redemption yieid- on stocks or finally redeemable within the next five years 93/3 ails 55 6 @ ||Woolworth (F, W.) Ord. 5s./| 83/- 82/6 4 4 
Silas on olen: doted checks comes thal tai hates one te ak one cae l 
yields on other assume stocks over redeemed terim Whole : earliest 
at the earliest date (these are marked '¢), tad thine puriag 3 pit’ cent or tans Gil be sepaid 7) es © Pee, your. (4) lat. paid balt-yearly. (9 To 
at the latest date (marked ‘), (nm) Net yields are calculated after allowing for tax at date. () To latest redemption date. (m) 15 months, Yield basis 25% 
&. in the ~ (f) yield. * Assumed average life 15 years 6 months, 1 Free of tax, 
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Revenue 


Fe ae 
OR DINAR 
REVEN! 

Income Tax. 

Sortax 

Estate, ete., 

Stamps..... 

Probts Tax . 

8 & Pe 

Other Inland 
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Total Iniand 





Customs. ... 
Esase ..... 


Total Casto 
Bacwse ... 


Motor Duties 
Surplus War: 
Surplus Re 
from Tradi 
P.O. (Net Ree 
Wireless Lice 
Crown Lands 
Receipts 
Sundry | 
Miseeil. Reee 


Total Ord. I 
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Statistical Summary 


GOVERNMENT RETURNS 


For the 8 days ended January 8, 1949, 
total ordinary revenue was £121,228,000, 
against ordinary expenditure of 454,626,000 
and issues to sinking funds £1,216,000. 
Thus, including sinking fund allocations of 
12,919,000, the surplus acerued since April 
st is /326,207,099 against {310,885,200 
for the corresponding period a year ago. 


@RDINARY AND S&LF-BALANCING REVENUE 
AND EXPENDITURE 














Keeripts into the 
Exchequer 


(¢ thousand) 


Est- | + 
; April | April 10 } 8 
Revenue sean r , Davs | Days 
S- to to pended | emled 
Jan. Jan. }| Jan. | Jan, 
0, &, w, | 8, 


1948 | 1949 


REVENUE 




























Income Tax...... 13 77,326 62,178 
Soran. 7,350 6,000 
state, ete., Duties 4.700 3,600 
Stamps......---- var 
Prosts Tax .... | 250, f 
EPT........ \ 2100 
Other Inland Rev. 30 
Special Contributn. 5,100 
Jota) Inland Rev. 01644 87,508 
Cadets... 820,600) 612,150. 642,194 23,490. 17,337 
BBG dus. . sede 726, 550§ 450,900 557, 7,500 5,700 
Total Customs & 

Baca iccascs 1 ‘430,990 23,037 


64 12,564 8,136 
668 20 


Motor Duties. .... 
Surplus War Stores 
Surplus Reeeipts 


from Trading... 57,0 76,175 hes 
P.©. (Net Receipts seh aa dr 9307 
Wireless Licences. 7,450 ib 
Crown Lands... . . 690 


Receipts from 
Sundry Loans.. 14, 19,631 13, 
Miseell. Receipts.. 68,000; 197,959 113. 86 





114 2,163 
S66 364 





45916 121228 


Total Ord. Rev... 555027 255035 






Sers-BaraNncine 
Post Oifiee....... 
lnecome Tax on 
E.P.T. Refunds 


149292 1235534 


Issues out of the Exchequer 
to meet payments 
(£ thousand) 


April | April 10 8 
wel Days Davs 
to | to ended ended 
Jan. | Jan. } Jan. = jan. 
. 10, . 


1949 | 1948 1949 









JRDINARY 
Barenpirers 

Jat. & Man. 
Nat. Debt 


Payments to N. 


‘ Mis 2 764 938 
Other Cons. Fund 

Serviees ....... 2,347 2,355 
Total ...... 0; 13,188 13,026 


es 2442657)1835725 1851347] 54,970 41,600 


Tetal Ord. Expd.. 2976572232285 2211227] 68,158. 54,626 
SwkingFunds.... .., a 12,919 ... 1,216 


Ssur-Banaxcine 
Post Ole... ., 
Income Tax 


E.p-T. ke Seite 


108,430 114,900) 3,030 2,100 
18,186 6,72 346 206 





Total... 31428572 358901 2345773 71,534 58.148 
Aiter increasing Exe bequer balances by (498,115 to 


£5,051,097, the other operations for the 8 davs decreased 
the gross National Debt by £55,751,92) to 425,695 miltion. 
NET RECEIPTS ous 
Tithe Act, 1936, ee 210 
Sues Canal Sere eerste 2 
Capital of shares drawn and paid off......... 328 
“338 
+4 NET ISSURS (¢ thousand! 
Post Office and Tele graph CMe) Acts 1946 and 
eee se s.6 e 8 er 7 : 450 
RP Windle: 2. 2s Ses Aes ee 252 
Overseas Trade Guarantees Aet, 1939, cee. 42) : am 2 


Housing (Seot.) Act, 1944, see. 4(2) and Housing 


(Fin. Provisi ns} (Seet.) Act, 1946, see. 13( 4 
2. ONS} (ocet.) Act, » Se. 13(2 328 
eed Anthorities Loans Act, 1945, sec. ST sis «2 ms 2,650 
erseas Resources Development Act, 1948, sec. 


hae Re TOD Gece eons say 2,500 
p amage: War Damage Commissics 3.000 

i z mmission. ....... . 
ance Acts, 1946 ami 1947, Post-war credits... 


CHANGES IN DEBT (§ theusand) 


Net Receirts 
Nat. Savings Certs. 700 
24% Def. ee 526 
Tax Reserve Certs. 2,298 
Other Debt :— 


Net RerayMents 
Treasury Bills .... 66,715 
3% Def. Bonds. . -. 310 
3% Term. Annwities 1,309 
Other Debt :— 





External ...... 27,447 Infernal... . -...<« 1,114 
Ways & Means Ad- Treasury Depesits. 38,500 

WHRIONE .ixs cdc 21,225 
52,196 307,948 


FLOATING DEBT 


(£ umllion) 







Ways and 























Preasury Means 
ead Bills Advances Float- 
ee Genk ing 
i Public ai Debt 
Tender; Tar Depts. | Eng 


land 

2220-0, 2516-3 

2200-0 | 2399-7 
4637 









” 
Oct. g 
oi 
wo 2 
» BD 
Nov. 6 
« (13 
« a 
2 
7 
Ce. 4 ” 
oo =1192259-0 | 2395-0 
« 148]2250-0 2341-6 
es | 4579-1 
1949 
Jan. 8}2249-0 | 2272 0 


‘ 


TREASURY BILLS 


({ million) 


Amount a 
Date of " 
Tender t Alle 


ment 


° 


31 lideu 963-9! LTU-t 
1949 
Jan. 7 f 1713-9 


Jan. 9 2°63 
Xt. & F 190-9 | 269-2 ° 1-90 
» 45 | 180-0 | 269-4 2-09 
«22 | ITO-0 285-2 1-57 
w 29 | Hid-O | 29}-) 1°46 
Nov. 5 | 170*0 291-9 1-58 
~ 12 | 110-8} 272-9 1+97 
~. 19 | 820-6) 274-1 1-89 
~ 2% § 170-0, 275-8 4°35 
Dec. 3 | Ll0-u 320+8 3-H 
~ lO fT tt00 | 3s-? 3*83 
- IF | t?O-0 | 271-4} 4-39 
~ 24 7 270-0 2800); 4-02 

3 4-83 

4-7 


ol 


262-6 | 170-0 








On Januvary Tih applications for bills to be paid on 
Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 56 per cent of the amount ap lied for at 
£99 lis. 5d. amd applications at higher prices were 
accepted in full. Applications for bills to be paid on Monday 
and Saturday were accepted at £99.17s. 6. and above 
in fall. £170 million (maxiomm) of Treasury Bills ace 
being offeret for January 14th. For the week ended 
January ISth, the Banks will sot be asked for Treasury 
depesits. 


NATIGNAL SAVINGS 
{{ thousand) 







Offa, 


ch 
Week Ended Apr. 1 to 


Jan. 3% Jan. I, J jan. 1, 
1948 1949 1949 


Savings Certificates >— 


Rackets sid ios eid we oe 4.100 
Repayments oo. sicese cv 97,999 
Net Savislgs . 666 dss 3 be 13 MO 


Defence Ronds :-—~ 


MECCIPABE scien: - cnhs <bean 29,685 

Repayments < times hin meee ee 5,456 

Net. Savings... 0. +.<+¢e Pr 5,77 
P.O. and Trustee Savings a a eee 

Banks :— 

ae ae eres 10,645 9459 } 471,714 

Repayments .......e.04. $539 11,3564 476,980 

Net. Savings ....<.+..5-. 2,32 Del, 706 Yor 5,266 
Total Net Savings......... 3,868 Del 496 Wr24,S37 


Interest op certificates repaid 
Interest accrned on savings 
remaming mvyesied...... 


60 | 252 47,528 
91,258 


2,254} 2,330 
? 


ep tr nent A 


Notes m circulation... .. 293+1:1272-3 1258+3 
Netes in banking depart- 
PRUNE 6 nkcads oink Vi 6 52°2' 27-9 49-0 
Government debt and 
Secupitios?: 5.ccs estes 524-31299-21299-3 
Other securities......... 0-7 0-7 0-7 
COR Sis. iin ei Buse 0-2 0-2 0-2 
Valued al s. per fine o2... 172/3, 172/3 172/23 
‘Banking Dept. :-— 
Deposits :-— | 
Public Accounts ........ 11-7 27:9 17-6 
Treasury Special Account 17-4 3-1 31 
PONE ck nbn danseni nn 314-5' 308-7 316-6 
CR on ckiencas commie 92:1, 9:2 89°F 
Oe yar ee ergs ara 435-7 432-9 421-0 
securities - 
Government. .......+¢s 380-8 374-9 342-9 
Discounts, etc........... 16-% 22-0 20-8 
CE cs 6 tees ois caeeeen 20:3 22-2 22-4 
DO iver vehers sas ee 417-9 419-1 386-1 
Banking dept. res......... 36-2) 319 43-1 
a eo o a 
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BANK OF ENGLAND 
RETURNS 


@ANUARY 5, 1949 
ISSUE DEPARTMENT 
Netes Issued:- ‘ Govt. Debt... 


£ 
11,015,100 
IsCirculation 1251,290,552 Other Govt. 
In Bang. De- Securities .., 1288,268,670 


partment .. 48,957,281 Other Sees.... 705,552 
Coin (other 
than gold)... 10,678 
Amt. of Fid.————-——- 
+ POT cies 1300600, 000 
| Gol? Coin and 
} Bulliea | (at 
| 172s. Sd. per 
} Oz. fipe).... 247,833 
3300, 247,833 3306,247,833 


BANKING DEPARTMENT 


£ £ 
Capital ocsees 14,553,000 Govt. Sees.... 342,955,941 
, 3,650,455 Other Secs.:— 43,220,274 
Public Deps.:- 20,772,839 Discounts and 
Public Acets*  17,634,148\ Advances... 8),801,050 
H.M. Treas. | Securities... 22,419,124 
Special Acct, 3,138,691 
Other Deps.:- 400,280,065 
Bankers...2. 340,628,572 | Notes........ 48,957,281 
Other Accts... 89,651,492 Coin......... 4,144,963 
439,256, 559 © 439, 256,35 


* Ineluding Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts, 


COMPARATIVE ANALYSIS 
(£ miftioa) 





1948 1949 


Jan. | Dec. Jan. ' Jan. 
14 30 6 13 























Sime 


epi. — 


* Government debt is £11,015,100, capital £14,553,000, 
Fiduciary issue reduced from £1,350 million to £1,500 
niflion on March 4, 1948. 
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Prices 
(1927 = 100) 
by Jan. 33, Dee. 28, Jan. H, 
1927 = 100 1948 1948 1949 





1919=-100....... 914-9 IIe f 239-0 


GG6LD AND SILVER 
The Bank of Engiand’s Offieial buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week, 
Spot cash prices were as follows >— 








SILVER Gow 
1948-49 
Bombay 
per tola 


London New York Bombay 
“Tr Oumee per ounce per 100 tolas 













Rs a. ae 
Mi 8B ha 
I77 12 lls) 69 


d, c. 
42 cit) 

4 70 
Markets Closed 
4 i » 

424 70. 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


Incorporated in th Colony of Hongkong) 












CAPITAL ISSUED AND FULLY PAID UP- = = = $20,000,000 
RESERVE FUND Se Rh ee- - pots * j 
RESERVE LIABILITY OF MEMBERS - = = $20,000,000 


Head Office: HONGKONG S 
Chief Manager: Tus Hoxovraste A. Moxss, C.B.E, 
BRANCHES 



















BURMA CHINA (Con. INDO-CHINA MALAYA (Coa) NORTH 
Rangoon Shanghai Haiphong Johore Bahru BORNEO (Con. 
CEYLON Swatow Saigon Kuala = jakan 
Colomb Tientsia N Lumpur awan 
CHINA Tsingtao “aele” Malacca PHLLIPPINES 
Anmwy EU ROPE Kure Muar licilo 
Canton Hawbare Tokyo Penang Manila 
*Chefoo Lyons *¥okohama Singapore SIAM 
Chunkin HONGKONG JAVA Sungei Patan Bangkok 
*Pairen Hongkong Batavia Teluk Ansou UNITED 
. ow . a = Sourabava NORTH KINGDOM 
snkow Mongkok cred . 
*Harbin (Kéwtoon MALAYA BORNEO London 
Moukden INDIA Cameron Brunei Tewn LSA 
Nanking Borba Highlands New York 
Peiping Calcutta Tpoh it San Francisco 





* Branches not yet re-openes 
London Office : 9, GRACECHURCH STREET, E.C.3 
BANKING BUSINESS OF EVERY KIND TRANSACTED 


A comprehensive serviée aa Trustees and Executors is also undertaken by the Bank's Trustee 


HONGKONG LONDON SINGAPORE 






UNIVERSITY OF LONDON 
LEON FELLOWSHIP 


Applications are invited for the Leon Fellowship for Research (pre- 
ferably in the fields of Economics or Education) for the Session 
1949-50, The Fellowship is of the value of not less than £500 a year, 
and is tenable in the first instance for one year. It is not essential 
that candidates should be members of a University. Selected candidates 
will be required to attend for interview. Further particulars should be 
obtained from the Academic Registrar, University of London, Senate 
House, London, W.C.1, and applications for the Fellowship must be 
received not later than April 1, 1949. 


UNIVERSITY OF LONDON 

UNIVERSITY OF LONDON. A course of three lectures on ‘ The 

Position of Sociological Theory in the Contemporary Social Sciences "’ 

will be given by Professor Talcott Parsons (Harvard University) at 

5 p.m. on 27, 28 and 31 January at London School of Economics and 
Political Science, Houghton Street, Aldwych, W.C.2. 

Admission Free, Without Ticket. JAMES HENDERSON, 

Academic Registrar. 


UNIVERSITY COLLEGE OF HULL 

Department of Economics, Applications are invited for a Research 
Assistant in the salary range £350-£450 to work on a location of industry 
study. Appointment for one year in the first instance eligible for 


newal for second year. Particulars from the Registrar to whom 
ipplications (four copies) should be sent not later than January 3ist. 


NATAL UNIVERSITY COLLEGE 
(Shortly to become the University of Natal) 


Applications are invited for the post of 
LECTURER IN PUBLIC ADMINISTRATION 
in Durban 
The Lecturer is required to develop courses in Public Administration 
ior the degrees of Bachelor of Economics and Bachelor of Social Science, 
and for the post-graduate Diploma in Social Work, and to lecture on 
the economic and administrative aspects of regional and town planning. 
The Lecturer will also be expeeted to undertake research into problems 
of local government, 
The salary will be on the scale: 
Men: £550 x £25—£725 per annum 
Women: £425 x £25—£600 per annum 
plus a temporary cost of living allowance, 
further particulars and information as to the method of application 
may be obtained from the Secretary, Association of Universities of the 
British Commonwealth, 32 Woburn Square, London, W.C.1. The closing 
date for the receipt of applications is February 15, 1949. 


CROWN AGENTS FOR THE COLONIES 
Applications from qualified candidates are invited for the following 


ai: -— 

ASSISTANT ESTABLISHMENT OFFICER required by the Govern- 
ment of Nigeria for the Railway Department for one tour of 18 to 
24 months with prospect of permanent pensionable employment, Salary 
ineluding expatriation pay in scale £600 rising to £970 a yedr. Com- 
mencing salary according to age, qualifications and experience. Outfit 
allowance £60. Free passages and liberal leave on full salary. Candi- 
dates not over 35 must have matriculated and should preferably hold 
a B.Com. or B.Sc.(Econ.) degree or have completed a recognised 
secretarial course. Experience in dealin with staff matters, not 
necessarily of a transport undertaking, will be.an advantage. Apply 
at once by letter stating age, whether married Or single, and full 
particulars of qualifications and experience, and mentioning this paper 
to the Crown Agents for the Colonies, 4, Millbank, London, 24 
quoting M/N/21847/3C on both letter and envelope. 





G ENTLEMAN, until lately General Manager of a British Company 
A trading in a part of the world where the British now unpopular, 
desires appointment at home or in any part of the world where a Euro- 
pean can reasonably settle. Age 40; academic qualification, commercial, 
military and Government experience. Last salary and allowances about 
£2,500 p.a., but prepared to consider any proposition from £1,000 p.a. 
upwards in light of cost of or conditions of service and prospects.— 
Reply, BM/PPFV, London, W.C.1. 


ROYAL BANK OF CANADA 
DIVIDEND No. 246. 
NOTICE IS HEREBY GIVEN that a DIVIDEND of 23 per cent., 
being at the rate of 10 per cent. annum upon the paid-up Capital 
Stock of the bank, has been DECLARED for the three months ending 
February 28, 1949, and will be payable at the bank and its branches 
on and after March 1, 1949, to shareholders of record January 31, 1949. 
By Order of the Board, 
E.B. McINERNEY, ndon Ma e, 
6, Lothbury, London, E.C.2. January 12, 1949. 


“Printed in Great Britain by St. Clements Press, Ltp., 


“St, Kingsway, London, 
at 22 Ryder Street, St. _James’s, London, SW. U.S. Representative: R. S. Farley, 111, Broadway, New York, 6.—Saturday, January 15, 1949. 
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THE ENGLISH, SCOTTISH 4 
AUSTRALIAN BANK, LTD, 


Head Office: 5 Gracechureh Street, London, B.C30) 


Subscribed Capita’ ., e es ee + 5,000,000 
Paid-up Capital ‘ ¥e se be os 3,000,000 
Further Liability o' Proprietom . 3 ah 2,000,000 
Reserve Fund 6a wis a = on 1,815,000 
Chief Office in Australia: 
Collins Street, Melbourne, 
and many Branches ane Agencies throughout Aartralia, a 





Sai ; 
With its widespread connections, tus Bank offer: every iacility ; 
conduct of “al! classes of Banking and~ Exchange busifiess with Aj 
| A. CLEZY, London Manager and Secretary 








REFUGE ASSURANCE COMPANY, LTD, 


Chief Office : OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £17,500,000 
ASSETS EXCEED £102,000,000 
CLAIMS PAID EXCEED £189,000,000 


(1947 Accounts) 


CIVIL SERVICE COMMISSION 

THE CIVIL SERVICE COMMISSIONERS announce an Open Compet 
tion for about 20 vacancies in the Statistician Class of the Home 
Service, to be held in 1949 concurrently with the competition unde 
Method I for the Administrative Class of the Home Civil Servige, 
with an examination on the same lines as for that Method. ex “ 
certain additional subjects. Age limits at least 204 and under dae 
August 1, 1949, with extension for regular service in H.M. Forees, an 
up to two years, for voluntary service in H.M, Forces, otherwise tha 
on a regular engagement or tor compulsory national service under th 
National Service Acts. Entry as Assistant Statistician on the salary seal 
for men in London, of £400 x £25—£450 x £30—£750; a special inenem 
of £50 is given after two years’ satisfactory service. Higher startin 
pay for entrants with approved post-graduate experience. Salaries a 
somewhat lower for women and for officers serving outside Londm 
There are prospects of promotion to higher grades. Superannuatia 
under the Féderated Superannuation System for Universities. 

Further particulars and forms of application obtainabie from th 
Secretary, Civil Service Commission, Burlington Gardens, London; Wi 
quoting No. 2366: completed application forms must be received by hin 
by January 31, 1949. 







ANNDUITIES 
(Single lives; Last survivor; ‘' Capital-protected "’; “ Capita 
redemption '’; Reversionary; Certam; Deferred, etc.) 

Circumstances have made annuities an attractive proposition toa 
increasingly large number of people, particularly now that the capitd 
invested in them can be safeguarded against loss due to prematurt 
death. Very considerable loss (up to £1,000 and over in individu 
cases) has been and is being sustained by the public due to ther 
entrusting the purchase of their annuities to inexpericnced aM 
unrepresentative part-time agents. The undersigned has s 
for many years in every kind of annuity issued by the various Lit 
Offices (for all of which he acts impartially and in the sole interests 
of his clients), and is therefore im a position to advise on those givim 
the highest NET yield with complete safety. 

Descriptive brochure, without obligation, to bona-fide applicant 
Box 712.—H. A. OUTHWAITE, Assurance Broker. "Phone: WES, #&@ 
Interviews by appointment only. 


SSISTANT ACCOUNTANT, preferably between 30-40 years of ag 
<\ required for important West African Gold Mine. Must be qualified 
and practical, costing experience with Mining concern or 
engineering firm, would be an advantage Starting salary £80 pe 
month plus increased cost of living bonus of £5. Overseas tours of 
months, followed by 3 months leave oh full pay. Bungalow accom 
modation with simple furniture provided, also free passages, fuel, 
laundry, medical attention al travelling expenses. Write~ 
details of experience to Box 4013, c/o Whites, Ltd., 72-78, Fleet Street 
London, E.C.4. 


ee eee Food Manufacturers require General Manager i 
i South African Associated Company, The commencing salary will® 
in the region of £2,000 per annum for an applicant capable of con) 

ane ons commercial production and sales aspects of busines 
—Write x _ 


anes pepe aon don a ~s ‘eitiiee eceepemntiaiatingnemans ——— 
a man, 26 years, public school, India, Final C.1.S., single, 20¥ 

doing statistics and market research, looks for an interesting pot 
Would travel.—Box 28. 


OURNALIST. Trade weekly seeks new blood. A writer who 
e infuse some vitality into semi-technical and business art 


Experience less important than natural aptitude. Interesting work at) 
exceptional prospects for an ambitious man.—Box 30. 


: | 
Y SUNG man, financial, statistical and economic assistant forelg 
embassy London, seeks commercial post, preferably pers 4 
assistant to director. Initiative and enterprise, capable of 
with personnel, operating very substantial banking account, know 
of book keeping, finance regulations, Dutch, some French and Germél. 
income-tax, staff matters, etc. Evening student (st year 
B.Sc.Econ ) London School of Economics. Present salary £850. —Box 2 


CS Agents with growing business invite applications fer 
/ the position of Secretary to the Company which is g 
associated with the Managing Director. Applicants should preferably 7 
be aged between 30 and 40 and have some knowledge of shippilé © 
administration and accounts. There is considerable scope in #8) 
position for an able and enthusiastic man interested in interna’ 

trade. Salary will depend upon qualifications, experience and ca ; 
Replies should include full details of education and experience.—Box * | 


A YOUNG experienced Production executive, growing more rapit 
4i than his present firm, desires a change in employment and 
post with progressive firm. He is a mechanical engineer with oe” 
standing administrative experience in firms employing 200-500 empl / 
Minimum salary considered. £1,000.—Rox 37. ' 


ee 


W.C.2. Published weekly by THe Economist Newspaper, LTO 
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